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Payment processing 




Clearinghouse — routine knowledge in art 


41 

HI 


Credit card— obvious to implement in Nahan 




Credit card — obvious to include in online auction/trading system 


41 
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Credit card— routine knowledge in the art 


41 


Crediting/debiting accounts 




Disclosed by Lindsey 


7n 

All 
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Electronic funds transfer— disclosed by Lindsey 


70 


Electronic funds transfer— disclosed by Nahan 


74 
ah 


Electronic funds transfer— well known in prior art 


4n 

nil 


Form of payment not a patentable distinction 


40 
HU 


Motivation to include in an online auction / trading system 


15 17 


Need for electronic payment in online auction/trading system 


15 17 


Obvious to include in online auction/trading system 


14 


Processing within the trading system — disclosed by Nahan 


74 
aH 


Posting item information 




Description of item — disclosed by Lindsey 


16 10 


Description of item— disclosed by Nahan 


77 


Description of item — known in art 


11 17 


Description of item — obvious to include in an auction/trading system 


46 


Digital image — disclosed by Nahan 


77 


Digital image— obvious to include in an online auction/trading system 


45 46 


Digital image — well known in art 


45 46 


From a seller-operated computer— practiced in the prior art 


10-11 11 


Item identification code — obvious to include in an auction/trading system 


4K 
to 


Subjective item information — obvious to include in an auction/trading system 




Presenting item information 




Digital image—obvious to include in an online auction/trading system 


46 


Identification code — obvious to present in an online auction/trading system 


12 


Internet, over — known in art 
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Worldwide web, over—known in art 


32 


Presentation mapping module 




Inherent to any web page 


43 


Pricing history 




Disclosed by Lindsey 


18 
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Practiced by prior art 


11 1? 


Terminal authentication 




Disclosed by Nahan 


x / 


Tracking code generator 


jee iaeniiiic<iiiun 
■ cuue 


Trading a good multiple times 




uisciosea oy Linasey 


IK 

J. o 


C/£?V(C?Mo //* OnllTlxZ QuCllQTltirUClln^ bybl^Tn 




l ransacuon processor/processing 




Disclosed by Nahan 




i rusieo neiworK / intermediary 




Disclosed by Nahan 




inspecting / autnenncaiing iiem aescnpnon — Known in an 




Kjuvious io inctuae in an auction/ irauing bybivrn 


47 


rrc// Known in ine an 


47 


Winnino hirlrtpi* 
▼ TllllJlll^ UJUUCI 




Award of item to — disclosed by Lindsey 


17 


Award of item to — inherent in any auction 


44 


Award of item to — well known in art 


44 


Notification to — disclosed by Lindsey 


18 


Notification to — inherent to any auction 


49 



V 



Serial No. 09/253,014 



Index of Woolston's applications discussed herein 

• App. No. 08/427,820 filed on 04-26- 1995 (the '"820 application") 

• App. No. 08/554,704 filed on 1 1-07-1995 (the "'704 application") 

• App. No. 09/166,779 filed on 10-06-1998 (the "'779 application") 

• App. No. 09/203,286 filed on 12-01-1998 (the "'286 application") 

• App. No. 09/253,014 filed on 02-19-1999 (the "'014 application") 

• App. No. 09/253,015 filed on 02-19-1999 (the "'015 application") 

• App. No. 09/253,021 filed on 02-1 9-1999 (the "'021 application") 

• App. No. 09/253,057 filed on 02-19-1999 (the "'057 application") 

• App. No. 09/264,573 filed on 03-08-1999 (the "'573 application") 

• App. No. 09/418,564 filed on 10-15-1999 (the "'564 application") 

• App. No. 09/556,653 filed on 04-24-2000 (the "'653 application") 

• App. No. 09/557,61 7 filed on 04-25-2000 (the "'617 application") 

• App. No. 09/644,857 filed on 08-24-2000 (the "'857 application") 

• App. No. 09/670,561 filed on 09-27-2000 (the "'561 application") 

• App. No. 09/670,562 filed on 09-27-2000 (the "'562 application") 

• App. No. 09/779,55 1 filed on 02-09-2001 (the "'55 1 application") 

• App. No. 1 0/740, 1 5 1 filed on 1 2- 1 7-2003 (the "'151 application") 

• App. No. 10/824,322 filed on 04-13-2004 (the "'322 application") 

• App. No. 90/006,956 filed on 03-08-2004 (the "'265 re-examination") 

• App. No. 90/006,957 filed on 03-08-2004 (the "' 1 76 re-examination") 

• App. No. 90/006,984 filed on 03-29-2004 (the "'05 1 re-examination") 



vi 



Serial No. 09/253,014 



I. INTRODUCTION. 

Over the past nine years, Thomas Woolston and his company "MercExchange" have 
sought to leverage Woolston's and MercExchange co-owner John Phillips' knowledge as patent 
attorneys in an effort to patent virtually any e-commerce sales model, from Priceline's name- 
your-own-price travel reservations to generic online auctions and retail sales. Their campaign 
has included at least: 

• 18 applications before at least 15 different examiners; 

• 1 attempted interference; 

• 3 appeals to the Board of Patent Appeals and Interferences; and 

• 2 civil lawsuits against the Patent Office. 

The Office has correctly recognized and rejected Woolston's attempts to claim methods that 
were well known in the prior art and not described in his disclosure of a computer network of 
consignment stores. However, Woolston's strategy of pursuing hundreds of similar claims in his 
eighteen applications, without disclosing one examiner's findings to another, inevitably has led 
to some inconsistent results. 

Under most circumstances the present request would be unnecessary, as an applicant's 
duty to disclose the material findings of one examiner in related applications is sufficient to 
prevent such inconsistent findings. As the Federal Circuit recently warned: "Without such a 
disclosure requirement 'applicants [may] surreptitiously file repeated or multiple applications 
in an attempt to find a 'friendly 9 Examiner.'" Dayco Products, Inc. v. Total Containment, Inc., 
329 F.3d 1358, 1367 (Fed. Cir. 2003). Thus, it is "important for [an examiner] to know that 
another knowledgeable Patent Examiner had carefully examined and rejected all claims of 
[another] application, including claims that were directly related to claims in the [present] 
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application, on the grounds that the claims were obvious in light of prior art patents." Golden 
Valley Microwave Foods, Inc. v. Weaver Popcorn Co., 837 F.Supp. 1444, 1474 (N.D. Ind. 1992). 

The importance of this information in Woolston's applications is heightened by positions 
he has taken outside of the Office. For example, Woolston has asserted that one of his patents- 
each claim of which stands rejected in reexamination — entitles him to hundreds of millions of 
dollars, despite the fact that the Office has found that every claim limitation is taught by prior art 
never applied during the patent's prosecution. Moreover, Woolston has given every indication 
that he intends to make similar assertions with regard to any other patents it may obtain. 

In view of Woolston and Phillips' failure to disclose relevant findings to the Office 
among their applications and the expense and the attendant risk of defending an infringement 
action where a patent may be presumed valid without the Office having been provided all 
relevant information, it is of critical importance to the public — and to Requester specifically— 
that the Office be presented with, and consistently apply, all information regarding the prior art 
among Woolston and Phillips' applications. Thus, Requester respectfully requests that the U.S. 
Patent & Trademark Office take notice of these prior findings and apply them consistently in the 
present application. 
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II. WOOLSTON PATENT FAMILY OVERVIEW. 

A. Woolston's April and November 1995 Applications. 
1. Woolston's April 1995 '820 application. 

In April 1995, Woolston filed his first application, U.S. Application No. 08/427,820 

("'820 application"), explaining that "[t]he prior art does not provide a means to electronically 

market used goods or provide an avenue to allow participants to speculate on the price of 

collectable or used goods in an electronic marketplace." '820 App. at 1, lines 14-16. To address 

this problem, the '820 application described installing a computer network at a number of 

licensed consignment stores: 

The present invention is a network of consignment nodes. A consignment node is a 
computer database of used goods preferably operated by a used good, collectable shop 
keeper or a bailee. All consignment nodes [sic] users or operators, hereinafter users, are 
"trusted" licensees or franchisers of the software and hardware necessary to create and 
operate a consignment node. Thus, the network provides a trusted means for 
consignment node users, e.g. shopkeepers, to establish electronic markets for collectable 
goods, establish electronic auctions, establish a means for searching others [sic] shops to 
locate hard to find collectibles [sic] items, and a means to electronically present goods to a 
market. 

'820 App. at 2, lines 13-22. After the Board of Patent Appeals and Interferences ("BPAI") 
affirmed the rejection of all the '820 application's claims, Woolston sued the Office in Federal 
Court, seeking to compel their allowance. Woolston dismissed the lawsuit and agreed to 
abandon the '820 application after nearly a decade of prosecution, but only after filing two 
additional continuation applications last year. 1 



1 As a condition of the dismissal, the BPAI's findings in the '820 application were agreed to not 
have res judicata effect as to any additional evidence of secondary considerations of nonobviousness or to 
any amended claims presented in a continuing application. Thus, while res judicata did not procedurally 
bar Woolston from presenting amended claims in his '151 and '322 continuation applications, the 
substance of the Office's findings regarding the prior art remain undisturbed and entirely relevant to any 
new claims. 
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2. Woolston added substantial new matter in a November 1995 
continuation-in-part. 

Woolston filed a continuation-in-part in November 1995, U.S. Application No. 
08/564,704 ("'704 application"). The '704 application added a second embodiment focused on 
"a way for small to medium size business to use a low cost posting terminal in conjunction with 
a market maker computer to collectively create a virtual market for used and collectible goods." 
'704 App. at 1, lines 20-23. 

Despite some similarity to the original April 1995 embodiment, the November 

continuation-in-part added a substantial amount of new matter, including the first reference to the 

worldwide web and the first description of entering item information at a computer located 

remotely from the electronic market— albeit still at a trusted consignment store using the market 

system's equipment. See Exh. 1 (redline comparison of the April and November disclosures). 

The addition of this new matter is significant because MercExchange has asserted that all its 

claims are entitled to an April 1995 priority date even though they are supported— if at all— only 

by matter added in the November 1995 continuation-in-part. 2 

B. Since October 1998, Woolston and Phillips have flooded the Office with 16 
continuing applications claiming priority to the April and November 1995 
applications. 

After watching the e-commerce industry develop for three years after filing the 1995 
applications, Woolston and his partner, Phillips, began to recast the "invention" in a series of 
continuing applications beginning in late 1998. As illustrated below and based on information 
and belief, since October 1998, MercExchange has filed sixteen continuing applications, 



2 Thirteen of MercExchange 's applications include the new matter added in the '704 application in 
November 1995. A red-line comparison of the April and November applications is attached hereto as 
Appendix C. 
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including two last year nearly a decade after its April 1995 application 

MercExchange Application Family 






10/740.151 


< ► 


Pending 



10ffl?4 373> 
Ponding 




j 996 1997 1998 1999 2000 200! 2002 2MH 2004 

Throughout these applications, Woolston and Phillips have attempted to recast their consignment 
store network to try to claim whatever e-commerce model was most popular at that time, 
including: 

• Name-your-price travel reservations; 

• Online price comparisons; 

• eBay's person-to-person auction model; 

• Online automobile sales; and 

• The distribution of advertising on the Internet. 

Not surprisingly, Woolston's efforts have been met with resistance both before the Office and in 
Federal court. 



3 Woolston has also obtained U.S. Patent No. 6,162,123 entitled "Interactive Electronic Sword 
Game" from an unrelated application. 
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C. The Federal Circuit held one of Woolston's patents invalid as a matter of law 
and the Office has found substantial questions of patentability exist for three 
of Wooslton's patents. 

Three of the patents Woolston and Phillips obtained from the modified disclosure of its 
November 1995 continuation-in-part 4 (U.S. Patent Nos. 6,202,051, 6,085,176, and 5,845,265) 
have been the subject of litigation MercExchange brought against eBay. Shortly after construing 
the three patents' claims, the District Court granted summary judgment that all claims of the '051 
patent were invalid for lack of written description under 35 U.S.C. § 112, finding "the claim 
language 'debiting a seller's account the commission or fee from a transaction' is not adequately 
supported by the written description." MercExchange L.L.G v. eBay Inc., et al, 271 F. Supp. 2d 
789, 794 (E.D. Va. 2002). With respect to the remaining '176 and '265 patents, a jury trial was 
held in April-May 2003. The jury held that MercExchange had met their burden of proof to 
prove infringement and that eBay had not met its burden of proving invalidity by clear and 
convincing evidence. On March 16, 2005, a Federal Circuit panel ruled that the claims of the 
'176 patent were invalid as a matter of law, the '265 verdict was supported, and that there was, 
with all inferences drawn in MercExchange's favor, a triable issue of fact on whether the '051 
claims were adequately supported under § 1 12. 

After the verdict, the Office granted eBay's petitions for re-examination of the '051, 
'176, and '265 patents in light of substantial questions of patentability raised by prior art not 
considered by the patents' examiners — much of which was known to Woolston during their 
prosecution. As of the date of this submission, every claim of the '051 and '265 patents stand 
rejected and re-examination of the '176 patent is not necessary for the claims invalidated by the 

4 A review of the patents' prosecution files suggests that their claims were afforded the April 1995 

priority date, as no references dated between April and November 1995 were apparently considered 
during examination. 
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Federal Circuit's ruling. 

As evidenced by the Office's reexamination of the '265, '176, and '051 patents, 

MercExchange is willing to obtain and assert patents where the Office has not been presented 

with information that raises substantial questions as to whether the patents should have issued. 

Given this willingness, it is of critical importance that the Office be presented with, and 

consistently apply, all information regarding the prior art among MercExchange' s applications. 

D. Woolston and Phillips' continuing refusal to disclose relevant findings in 
pending applications necessitates the present request 

1. The '051 re-examination exemplifies Woolston and Phillips' ongoing 
failure to disclose relevant findings and demonstrates the need for this 
request. 

Woolston and Phillips' misconduct before the Office is typified by their recent response 

to the rejection of their claims in the '051 patent re-examination. 

a. Woolston and Phillips argued the 4 051 claims are patentable based on 
a feature — "seller-initiated auctions" — that appears nowhere in the 
'051 claims or specification. 

Faced with claims correctly recognized as obvious in the '051 patent's re-examination, 
Woolston and Phillips attempted to distinguish the prior art by emphasizing a feature found 
nowhere in any of the '051 claims — "automatic seller-initiated auction instances." None of the 
'051 claims recite such a limitation. Rather, each require only that an auction be initiated by the 
auction-hosting entity. Indeed, the '051 specification never describes any entity other than the 
auction system operator (the "consignment node user") initiating an auction. See '051 Patent, 
5 :65-67 ('The consignment node user arranges by invoking the appropriate consignment node program a time and 
date for an electronic auction"); '05 1 Patent, 6:6-8 ("The consignment node user } here a pawnshop, identifies 
on the Rolex watch records the auction date and the confidential reserve price"); '051 Patent, 10:45-47 ("It is 
understood that the consignment node user may manually invoke the auction process, or may schedule the 
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consignment node to execute the auction process"); '051 Re-exam Response at 18 ('"...toe consignment 

node user [i.e., the entity hosting the auction]...'") (bracketing original). 5 

b. Woolston and Phillips handpicked a BPAI decision from one of its 
applications and argued it was controlling while withholding two 
other BPAI decisions that refute their arguments that the '051 claims 
are patentable. 

Woolston and Phillips erroneously argued that '051 re-examination is controlled by the 
only favorable BPAI decision they have received — the non-precedential decision in the '014 
application 6 — while remarkably failing to mention two other BPAI decisions that apparently did 
not serve their interests. Woolston and Phillips' concealment of the BPAI decisions in their '779 
and '820 applications is not surprising, as they refute Woolston and Phillips' arguments that the 
'051 claims are patentable. The '779 decision refutes Woolston and Phillips' argument that the 
prior art does not teach binding offers to sell and the '820 decision rejects their argument 
regarding the scope of analogous art: 

• Binding Offers: "Nahan represents ... a binding offer to sell. ... since general contract law 
presumes that offers to sale are binding, it would have been obvious to the artisan to apply the 
principles taught by Nahan to binding offers to sale" '779 BPAI Decision at 8-9; 

• Binding Offers: "the Examiner considered giving rejections . . . regarding lack of enablement of the 
claimed 'binding' feature. However, the Examiner's knowledge of basic contract law and Appellants 
single reference to the binding concept in the Specification gave assurance that this feature was known 
to one of ordinary skill in the ait of online commerce. For this reason, ... the feature cannot be 
patentably distinguishing" '779 Examiner's Answer at 5 (1/1 7/03) (affirmed by BPAI); 

• Analogous Art: "... the field of applicant's endeavor, i.e. electronic trading" '820 Final 
Office Action (affirmed by BPAI). 



5 Woolston and Phillips apparently attempt to immunize such arguments by urging that the Office 
may not consider the requirements of 35 U.S.C. § 1 12 during reexamination. '05 1 RE-EXAM RESPONSE at 
24. 

6 Merc Exchange's argument that the '014 BPAI decision "mandates" a result in the '051 re- 
examination ignores that it expressly "was not written for publication and is not binding precedent of the 
Board." '014 BPAI DECISION at 1 (emphasis original). See also, 1217 Off. Gaz. 17 (6 November 1998) 
("the vast majority of opinions and orders entered by the Board of Patent Appeals and Interferences in 
both ex parte and interference cases are non-precedential."); 
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In addition to withholding the material '779 and '820 BPAI decisions, Wooslton and Phillips 

misrepresented the '014 decision. Contrary to Woolston and Phillips' argument, the '014 BPAI 

decision never found electronic payment references — like the Stein and Lawlor patents cited in 

the '051 re-examination — are non-analogous art. Rather, when presented with the Internet 

Providers electronic-payment reference in the '014 application, the BPAI never suggested it was 

non-analogous art. See '014 BPAI DECISION at 22-23. 

c. Woolston, Phillips, and their expert offered arguments and testimony 
in an attempt to distinguish the Stein reference that are, at best, 
grossly misleading. 

Woolston, Phillips, and their expert — under penalty of perjury — falsely argued that the 
accounts described in U.S. Patent No. 5,826,241 (the "Stein patent") were not based on a user's 
identity or financial instrument when the Stein patent unambiguously describes establishing 
accounts based on a user's name and credit card (the "pay-in selection"). Compare '051 
Response at 38-39 with Stein, 12:24-38 ("an Internet user wishes to establish a cardholder account ... the 
user enters information for the following: the applicant's name, address, phone number ..."); Stein Fig. 4; and 
Stein, 5 :27-30 ("a cardholder account 100 includes ... a pay-in selection .... The pay-in selection 108 is how the 
cardholder transfers funds, i.e. makes payment to the payment system. Typically, this may be done by using a 
conventional authorization to a charge card.'''). 



Stein Patent. Fig. 4 
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d. Woolston, Phillips, and their expert withheld information 
contradicting their attempts to distinguish the Army Knives article. 

Woolston, Phillips, and their expert advanced numerous arguments to try to distinguish 

SHARP, From Army Knives to Gold Coins, Collectors Attend 'On-line' Auctions, MEMPHIS 

BUSINESS JOURNAL (July 28, 1986) ("Army Knives") and other prior art that flatly contradict 

information known to each of them. The Army Knives article describes the prior art Acorn 

Network (or "ACSN") online auction. The Acorn Network's prior operations were further 

described in: (1) the sworn testimony of its operators, Messrs. Blankley and Mintz; (2) another 

article Coin Trading to Begin on Acorn Network, COIN WORLD, June 4, 1986; and (3) an 

Acorn Network registration form— all of which are of record in Woolston and Phillips' related 

'014 application. 7 Despite being aware of this information through litigation and the '014 

application, Woolston, Phillips, and their expert offered arguments and testimony that are refuted 

by these documents, none of which were brought to the examiner's attention in the '051 re- 



examination. 







"[Army Knives]* fails to disclose . . . 

(1) Receiving account information, from a 
seller, the received account information 
identifying the seller and a financial 
instrument associated with the seller; 

(2) automatically establishing a seller's 
account based on the received account 
information, the seller's account being 
associated with the seller from whom the 
account information was received;" 

( 051 Response at 28 


Q. Sir, I'd like to talk now about what information you 
collected from these people that wanted to register 
online. 

A. We collected their name - the full name, by the 
way - date of birth, mother's maiden name, Social 
Security number, credit card number ..." 

Blankley TR at 26:6-13 

Q. So if, for example, a user provided the system 
during registration a credit card, would that credit card 
number also be stored in that user account profile? 
A. Yes, it would, of course. 

Mintz TR 37:6-12 


"[Army Knives] fails to disclose , . . 

(3) receiving item information from the seller, 


Q. Mr. Mintz, you testified that when a seller wanted 
to post an item they would send the description on line 



7 See Serial No. 09/253,014, Protest Under 37 C.F.R. § 1 .291, Exhibit A, Nos. 12-15. 

8 "Army Knives fails to disclose or suggest the same 10 features of claim 51 as both Save the Earth 
and Computer Museum, and for essentially the same reasons." '051 Response at 35. 
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the received item information comprising a 
description of an item to be offered for auction 
by the seller." 

'051 Response at 28 

"[Njone of the cited references discloses or 
suggests an auction system wherein item 
information is received from a computer 
system independently operated by the seller." 

Weaver Decl.% 78,91 


over the network to the system, right? 
A. Correct. 

MintzTR 121:12-16 

Q. How would the system operate to accept an item 
for sale, for example? 

A. The user . . . would post an item in the form of an 
item message or a bid board message ... containing] 
the item name, how much they believed it's valued at, 
what type of item it was .... it was done on line. 

Minti TR 38:6-25 


"[Army Knives] fails to disclose . . . 

(4) automatically generating a data record 
corresponding to the item offered for auction 
based on the received item information;" 

'051 Response at 28 


Q, Did the system create a data record on each item 
that it received and posted? 

A. Yes, it kept records of every item that was posted. 

MintzTR 42:18-43:11 


"[Army Knives] fails to disclose ... 

(9) automatically notifying a winning bidder 
of winning the item at a final bid price;" 

'051 Response at 28 


Q. ... [W]as it your understanding that Jay coded a 
method in the system that allowed for an electronic 
message to go out to the winning bidder? 
A. Yes. 

Blankley TR 39:4-8 


"[Army Knives] fails to disclose . . . 

(10) automatically calculating a fee amount to 
be charged to the seller based on the final bid 
price; and 

(1 1) automatically debiting the seller's 
account for the calculated fee amount." 

'051 Response at 28-29 


Q. And when, based on your understanding, was the 
seller's account charged for the two percent 
commission? 

A. ... [T]he system was handling it automatically. All 
the charges, once verified, the system would do it at the 
end of the day. So you know it was done by the 
computer at the end of the business day if everything 
had been verified and ... everything was cool, we're 
ready to go. The system would do that automatically. 

Mintz TR 130:19-131:9 


"[N]one of the these references discloses or 
suggests a computer-based auction system 
conducting an automated auction method 
wherein the auction program schedules 
multiple simultaneous Internet auctions." 

Weaver DecL ^ 84 


Q. So in 1987 the Acorn Network had multiple 
auctions running at the same time. Is that right? 
A. Yes. 

Mintz TR 35:8-11 

Q. ... So there were auctions, ongoing at all times, on 
the Acorn Network? 
A. Oh, yeah. 

Blankley TR 36:17-37:2 


"Based on the time frame in which the article 
was published, it is likely that the process of 
charging a commission to a user of the system 
was a manual process rather than an 
automated one." 

Weaver Decl. <h 54 


Q. When you charged the credit card, that was a 
manual process. Isn't that right? 
A. Not - the system would generate the log to do the 
billing charges itself, and that system was tied into the 
credit card system so . . . the on-line system could bill 
credit cards. There was some manual process in there 
obviously to verify the information, but the system had 
ine aoiiny 10 uni lumuiiicis. 

Mintz TR 130:19-131:9 


u [N]one of the systems described in the Save 
the Earth, Computer Museum, or From Army 
Knives to Gold Coins articles ... includes a 
'tracking code generator module generating 


Q. And what would the system do with respect to the 
information it received regarding an item that a user 
wanted to sell? 

A. ... It would be assigned an ID by the system. The 
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tracking codes to uniquely identify items for 
auction,'...." 

'051 Response at 51-52 
Weaver DecL^ 95 


system assigned an ID to that item. 

Q. Was the ID that was assigned to that particular item 

unique to that particular item? 

A. Yes. 

Mintz TR 39:1-18 


"none of the cited references discloses ... the 
additional step of 'accepting payment 
information from an auction participant before 
accepting bids at the auction process from the 
auction participant, ' . . . ." 

'051 Response at 45-46 


Q. What process would a user have to go through in 
order to register witn tne on-line Acorn /\ucnon in 
1987? 

A. ... Obviously there was a paper based way and 
there was an on-line way. Both of those forms required 
information regarding methods of payment .... 

Mintz TR 31:3-13 


"Nor does the From Army Knives to Gold 
Coins article disclose or suggest the 
implementation of automated seller's 
accounts in accordance with the claims .... 
There is no discussion of whatsoever in the 
article concerning how Messrs. Blankley and 
Mintz collected the commissions due." 

*051 Response at 50 
Weaver Decl f 76 


Q. And when, based on your understanding, was the 
seller's account charged for the two percent 
commission? 

A. ... [T]he system was handling it automatically. All 
the charges, once verified, the system would do it at the 
end of the day. So you know it was done by the 
computer at the end of the business day if everything 
had been verified and ... everything was cool, we're 
ready to go. The system would do that automatically. 

Mintz TR 130:19-131:9 



e. Woolston and Phillips misrepresented the law and the Federal 
Circuit's MercExchange v. eBay opinion in an effort to recast the '051 
claims as patentable due to "automatic" features neither claimed nor 
described in the specification. 

With the '051 claims correctly ruled obvious, Woolston and Phillips misrepresented the 
only law they cited and misstated the Federal Circuit's MercExchange v. eBay opinion in an 
attempt to effectively rewrite the claims to require completely automated steps. To do so, 
Woolston and Phillips inexplicably cite In re Freeman, 30 F.3d 1459 (Fed. Cir. 1994) to argue 
that if "claim language has been construed by the Federal Circuit, the ... USPTO is bound to 
follow and use this same definition...." See Response at 23-24. In re Freeman never mentions 
the Office being bound by a Federal Circuit construction. Rather, In re Freeman was a simple 
application of collateral estoppel that bound a patentee — not the Office— to a claim construction 
it had fully litigated and lost. In re Freeman cannot be read to bind the Office here because the 
Office was not a party to the litigation and therefore cannot be estopped from following its 
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obligation to give the '051 claims their broadest reasonable interpretation in reexamination. See, 
e.g., In re Yamamoto, 740 F.2d 1569 (Fed. Cir. 1984). 

Additionally, Woolston's argument that the Federal Circuit opinion held that specific 
steps, such as establishing a seller's account, must be performed by a purely automated process 
ignores that the Federal Circuit expressly found that the claimed establishing of a seller's account 
requires manual input of information. Slip Op. at 27. ("'establish[ing] a seller's 
account'... requires that a seller manually enter relevant information into the system."). 
Similarly, the argument that the claimed creation of a data record and initiating an auction must 
be purely automated ignores that the '051 patent clearly explains that both steps require manual 
intervention. 9 

2. Woolston and Phillips are also seeking claims the Office has told them are 
invalid in the '151 application. 

Woolston's refusal to acknowledge— let alone disclose— the Office's findings regarding 
the prior art also continues in Application Serial No. 10/2740,151 ("the '151 application"). In 
the '151 application, filed just last year, Woolston is seeking to claim subject matter that the 
Office has, on more than one occasion, told him is taught by the prior art. As illustrated in the 
charts attached as Appendices A and B, the Office has expressly found that every element of 
claim 1 of the ' 1 5 1 application is taught by both the Lindsey and Nahan patents. 



9 See '051 Col. 5, 11. 65-67 ("The consignment node user arranges by invoking the appropriate 
consignment node program a time and date for an electronic auction"); '051 Col. 10, 11. 43-50 ('7f is understood 
that the consignment node user may manually invoke the auction process, or may schedule the consignment node to 
execute the auction process."); '051 Col. 3, 11. 51- Col. 4, 11. 3 ("77ie consignment node operator or purveyor ... 
fills out the display record with information concerning the particular Babe Ruth card. The consignment node verifies 
that enough information has been filled out in the displayed computer record ...and accepts the record"); Figure 3 
("Prompt for Information ... Receive Information ... Create Data Record'"). 
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III. THE OFFICE'S FINDINGS REGARDING THE PRIOR ART. 

Throughout MercExchange's 18 applications, the Office has cited numerous invalidating 
prior art references and combinations. Given the volume of these findings, an exemplary 
selection of references and findings is provided below. For the convenience of the Office, an 
alphabetized index of the Office's findings is provided herewith. 

A. U.S. Patent No. 5,285,383 ("Lindsey"). 

The Lindsey patent, issued February 8, 1994, was applied by the examiner and the BPAI 

in rejecting all claims of MercExchange's original '820 application throughout its nine-year 

prosecution. As the '820 examiner noted: 

Lindsey et al. teach a trading system that creates a computerized market for 
commodities. In the system of Lindsey, a unique electronic title for an item is 
created and information on that item is posted on a central computer. Buyer 
terminals are used to access the information at the central computer and purchase 
selected items. Lindsey teaches the use of electronic funds transfer in processing 
purchases. Lindsey further teaches transferring title of the item from the seller to the 
purchaser, keeping a record of the transaction and that the item can be traded 
multiple times inside the trading system. 

'820 Office Action at 3-4 (9/17/97). See also '820 BPAI Op. at 9 ("From the disclosure of 
Lindsey that the invention is not limited to the trading of commodities, we find that an artisan 
would have been motivated to trade, i.e., buy and sell, non commodities such as used goods or 
collectibles."). The Lindsey patent is particularly significant because MercExchange has 
repeatedly sought — and sometimes obtained — claims that are plainly invalid in view of the 
Office's findings regarding Lindsey's disclosure. 

B. The Office has found Lindsey teaches the limitations of the '051 claims — 
findings Woolston and Phillips declined to point out in the '051 patent's re- 
examination. 

In its opinion rejecting the claims in Woolston and Phillips' '820 application, the BPAI 
found that Lindsey disclosed nearly every limitation of the '051 claims. The BPAI also found 
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Lindsey provides express motivation to combine its teachings with electronic payment systems, 

such as Stein, which the Office has found discloses those '051 claim limitations arguably not 

disclosed by Lindsey. However, Woolston and Phillips did not disclose these findings to the 

examiner in the '051 patent's re-examination. 

1. The BPAI found express motivation to combine Lindsey 's automated online 
auction with electronic payment systems, such as the Stein patent applied in 
the '051 re-examination. 

As the BPAI correctly noted in the 4 820 application, Lindsey provides express motivation 
to incorporate electronic payment systems and accounts — as described in Stein and claimed in 
the '051 patent — into its automated online auction: 

fW]e find that Lindsey discloses (col. 6, lines 65-68) implementing the use of electronic 
funds transfer, and the use of 'drafts and wire transfers prior to title transfer. ' (col 31, lines 
39 and 40). From these teachings of Lindsey, we agree ... that a [t]hose of ordinary skill in 
the art would have readily appreciated that electronic funds transfer in a trading system 
requires both the buyers and sellers have accounts and that the buyer's account be 
debited for the purchase made." We find this to be supported by the disclosure in Lindsey 
that "in the event electronic funds transfer is implemented into the system 8, other 
files and databases can be added for carrying out such enhanced activity" 

'820 BPAI Op. at 24-25. Consistent with these teachings, the examiner in. the '051 patent's 
reexamination correctly noted: "a// participants in auctions should have accounts established for the obvious 
reason of either crediting them, in case a participant receives funds, or debiting them if the participant has to make a 
payment" '051 Reexam Office Action at 2-3. Thus, it would have been obvious to one skilled in 
the art to incorporate electronic payment and "other files and databases ... for carrying out such 
enhanced activity" — such as Stein's electronic payment system — in Lindsey's automated auction 
because the Lindsey patent provides express motivation to do so. 
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2. The Office's findings regarding Lindsey's disclosure and regarding the 
motivation to combine it with electronic payment -neither of which were 
disclosed in the '051 re-examination - demonstrate the '051 claims are 
obvious. 

In arguing that the '051 claims are patentable in re-examination, Woolston and Phillips 
cited eleven limitations from claim 51 as exemplary. As illustrated below, the Office's findings 
regarding Lindsey's disclosure and the motivation to combine it with electronic payment systems 
like Stein, which were not pointed out to the examiner, demonstrate the obviousness of the '051 



claims. 



— „ 4 oM Claim 51- 


. .... :v LlNDSEY;/S^EE>l ; : ^: Vf 


(1) receiving account 
information from a seller 
comprising identity 
information and a financial 
instrument 


" ... We find this to be supported in the disclosure in Lindsey that In the 
event electronic funds transfer is implemented . . . other files and databases 
can be added for carrying out such enhanced activity.** '820 BPAI Op. 
ax zh-z.). 

"In Stein, the seller establishes a cardholder account 100 based upon the 
seller's identity ... and has a financial account ..." '051 Reexam 
Action at 3. 


(2) automatically 
establishing a seller's 
account 


"In Stein, the seller establishes a cardholder account 100 based upon the 

ii J • i l 't _ _J l_ _ _ — . In! ns\i~m i ir-W " (AC 1 DeCV AX/I 

sellers identity ... and has a financial account ... um keexam 
Action at 3. 


(3) receiving item 
information from a seller 


"In the system of Lindsey, as a bale of cotton enters a warehouse for sale, 
information pertaining to the bale ... is scanned and transmitted to the 
mainframe computer...:' '820 Office Action at 3 (12/29/96). 


(4) automatically 
generating a data record 
corresponding to the item 


Rejected over Lindsey: "6. ... posting a used or collectable good on a 
market maker computer by creating a data record for said good having an 
item identification and offer price:' '820 BPAI Op. at 2. 


(5) automatically mapping 
the data record for Internet 
presentation 


'We are not persuaded by appellant's assertion ... that Lindsey does not 
teach or suggest a plurality of terminals for displaying a record ... Lindsey 
discloses ... that the mainframe computer 10 is connected through 
networks 18 to commodity buyer terminals 18. ..." '820 BPAI Op. at 
33-34. 

"Concerning the use of the Internet the selection of a particular network 
architecture is not seen to provide a patentable distinction:' '820 
Examiner's Answer at 7. 


(6) automatically initiating 
the auction by presenting 
the item data over the 
Internet 


"Lindsey discloses the use of an auction. Specifically, Lindsey discloses 
allowing blind bidding on cotton for a period of 15 minutes. After the 15 
minutes has passed, the computer closes the bidding and awards the 
cotton to the hiqhest bidder . . .." ' 820 BPAI Op. at 30. 


(7) receiving bids over the 


"Lindsey discloses allowing blind bidding on cotton for a period of 15 



See '051 RE-EXAM RESPONSE at 28-29. 
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: - 051 Claim 51 ■ - ■ : 


: ...... "^.w-^ "■■ . ^&'%i-' K 'zH^i : P**^'^' f ' 


Internet 


minutest '820 BPAI Op. at 30. 

"Concerning the use of the Internet the selection of a particular network 
architecture is not seen to provide a patentable distinction:' '820 
Examiner's Answer at 7. 


(8) automatically 
terminating the auction 
based on predetermined 
criteria 


"After the 15 minutes has passed, the computer closes the bidding and 
awards the cotton to the highest bidder ... '820 BPAI Op. at 30. 


(9) automatically notifying 
winning bidder 


"Upon the sale of the cotton bale, its record is updated ...and a machine 
readable record of the purchase is transmitted electronically to the buyer 
(col. 23, lines 36-40)." '820 Office Action at 4 (12/29/96). 


(10) automatically 
calculating a commission 


Rejected over Lindsey: "12. ... automatically paying a commission to 
said computerized market ..." '820 BPAI Op. at 28-29. 

"fW]e find that Lindsey discloses (col. 28, lines 52-55) that '[e]very 
TELCOT transaction generates a commission forPCCA. '820 BPAI 
OP. at 28-29. 


(11) automatically debiting 
a seller's account for the 
commission 


"[In] Lindsey ... we find that the computerized trading system will 
inherently deduct the commission from the funds due to the seller" '820 
BPAI Op. at 29. 

"Stein does teach charging a fee to the seller's account based on an 
amount of the high bid . . .." ( 05 1 Reexam Action at 4. 



3. Lindsey discloses selling goods in an auction format as well as fixed price 
sales. 

As the BPAI correctly found, Lindsey discloses electronic auctions in addition to fixed 
price sales. This disclosure teaches a number of fundamental auction functions MercExchange 
has included in its claims such as: assigning a lot number or item identifier, receiving bids, 
terminating bidding, awarding an item to the winning bidder, notifying the winning bidder of the 
auction results, and charging a commission: 

• Auction/bidding: "\W]e find that Lindsey discloses the use of an auction. Specifically Lindsey 
discloses allowing blind bidding on cotton for a period of 15 minutes:' ' 820 BPAI Op. at 30. 

• Lot number/ID code: "With respect to claims 26-28, as mentioned above, Lindsey provides a 
unique code and prints title data" '820 Office Action at 5 (9/1 7/97). 

• Award to winning bidder: "Lindsey discloses allowing blind bidding on cotton for a period of 
15 minutes. After the 15 minutes has passed, the computer closes the bidding and awards the. 
cotton to the highest bidder ..." '820 BPAI Op. at 30. 
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• Notification to winning bidder: "Upon the sale of the cotton bale, its record is updated (col. 
22, lines 58-59) and a machine readable record of the purchase is transmitted electronically to the 
buyer (col. 23, lines 36-40)." '820 Office Action at 4 (12/29/96). 

4. Lindsey discloses deducting a commission from funds due to a seller. 

As the Office correctly found, Lindsey discloses an electronic market or auction system's 
collecting a commission for transactions between buyers and sellers. Further, the Office 
correctly found that Lindsey inherently discloses that such a commission would be deducted 
from funds due to a seller: 

• Commission: "Lindsey discloses (col. 28, lines 52-55), that '[e]very TELCOT transaction 
generates a commission for PCCA. On a typical day, TELCOT processed approximately 1 15,000 
on-line transactions: 9 '820 BPAI Op. at 29-30. 

• Deducting a commission from the seller's funds: "From the disclosure of Lindsey ...we 
find that the computerized trading system will inherently deduct the commission from the funds due 
to the seller^ '820 BPAI Op. at 30. n 



5. Lindsey discloses sales with "finality of transaction," electronic transfer of 
ownership, and speculation through reselling a good. 

During prosecution, Woolston and Phillips have sought to distinguish prior art by arguing 
certain references were mere "invitations to deal" and did not transfer ownership with finality of 
transaction such that users could speculate on an item by re-selling it. Contrary to these 
assertions, the Office expressly found Lindsey discloses these features: 

• Ownership transfer: "Lindsey et a/., however, discloses a method for conducting transactions 
using an electronic title. ... Lindsey also suggests that this commodity can be traded multiple times 
and its ownership is tracked electronically (col. 23, lines 46-50). With each transfer of ownership, 
the new owner's offer price has to be maintained and posted for subsequent sale" ' 820 Office 
ACTION at 3-4 (12/29/96). 

• Finality of transaction: "Lindsey was indicated by applicant to have finality of transaction" 
'820 Interview Summary (9/10/97). 



This disclosure is virtually identical to Woolston's purported description of debiting or charging a 
seller's account in the '051 patent's claims: "The applicant's disclosure explicitly states that the 
consignment node extracts the service charges from the transaction amount. ..." '05 1 RE-EXAM ACTION 
at 4. 
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• Ownership transfer/reselling: "In the system ofLindsey, a unique electronic title for an item is 
created and information on that item is posted on a central computer. ... Lindsey further teaches 
transferring title of the item from the seller to the purchaser, keeping a record of the transaction and 
that the item can be traded multiple times inside the trading system. Lindsey also teaches printing 
of title data" '820 Office Action at 3-4 (9/17/97). 

6. Lindsey discloses sellers providing information describing an item that is 
posted to a central computer's database. 

The Office correctly found that Lindsey discloses sellers posting item information when 
offering an item for sale that is stored in a central computer's database and that the inclusion of 
digital images of items with such information would have been obvious to one skilled in the art: 

• Item infoJdatabase: "In the system of Lindsey, as a bale of cotton enters a warehouse for sale, 
information pertaining to the bale such as warehouse code, quantity, owner and storage date (col. 
5, lines 65-68) is scanned and transmitted to the mainframe computer (col. 6, lines 2-13)" '820 
Office action at 3 ( 1 2/29/96). 

• Digital images: "With respect to the provision of digital images of the goods for sale, the capture 
and presentation thereof is well known in the art and would have been obvious to those of ordinary 
skill in the art for the recognized advantage of allowing the buyer to view the item prior to 
purchase" '820 Office Action at 5 (9/17/97). 

7. Lindsey discloses executing transactions over a computer network and, as the 
Office found, it would have been obvious to do so over the Internet or other 
networks. 

As the Office noted, Lindsey discloses an electronic market where users post items for 
sale, bid on and buy items, and execute transactions over a computer network. Although the 
Lindsey patent was filed before the Internet and worldwide web became prevalent commercial 
mediums, as the Office correctly found, it would have been obvious to one of skilled in the art to 
implement Lindsey' s system over any network, including the Internet and worldwide web: 

• Computer network: "In addition, we find that Lindsey discloses that the mainframe computer 10 
is connected by a network 12 to remotely located gins and warehouses, and ... through the same 
orothertypes of networks to commodity buyer terminals." '820 BPAI Op. at 27-28. 

• Internet/broadband network: "As for claims 19 and 20, the internet and a broadband network 
are well known" '820 Office Action at 6 (12/29/96). 

• Network architecture irrelevant: "Concerning the use of the Internet or a broadband network, 
the selection of a particular network architecture is not seen to provide a patentable distinction" 
'820 Examiner's Answer at 7. 
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8. Lindsey discloses processing electronic payment in the form of funds transfer 
by debiting and crediting user accounts. 

As the '820 examiner and the BPAI confirmed, Lindsey discloses electronic payment 
processing to execute transactions. Specifically, Lindsey describes funds transfer by debiting 
and crediting buyers' and sellers' accounts — a process Woolston has argued render his claims 
patentable in a number of applications. 

• Funds transfer: "Lindsey teaches the use of electronic funds transfer in processing purchases. " 
'820 Office Action at 3 (9/17/97). 

• Payment processing: "\W]e find that Lindsey suggests providing the system with the ability to 
receive and process payments from buyers of goods" '820 BPAI Op. at 35. 

■ • Debiting/crediting accounts: "From these teachings of Lindsey, we agree with the examiner 
that '[t]hose of ordinary skill in the art would have readily appreciated that electronic funds transfer 
in a trading system requires both the buyers and sellers have accounts and that the buyer's 
account be debited for the purchase made/ We find this to be supported by the disclosure in 
Lindsey...." '820 BPAI Op. at 25. 

9. Lindsey discloses buyers accessing the system over a computer network to 
search for, bid on, and purchase goods. 

As the Office correctly observed, Lindsey discloses that buyers access the system's 
central computer from terminals over a computer network to search for, bid on, and purchase 
goods posted by sellers: 

• Buyer access: "Buyer terminals are used to access the information at the central computer and 
purchase selected items." '820 Office Action at 3 (9/17/97). 

• Buyer search: "In Lindsey, buyers scan the system for lots offered by producers (col. 28, lines 
48 and 49) ... " '820 BPAI Op. at 36. 



C. U.S. Patent No. 5,664,1 1 1 (Nahan). 

The Nahan patent, filed on February 16, 1994, provides a disclosure strikingly similar to 
Woolston's. Indeed, the Nahan patent has been applied by the Office to reject approximately 
190 claims in Woolston's '653, '779, '057, '021, and '551 applications. The Nahan patent is 
directed to: 
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a computerized system incorporating high resolution imaging, printing and database 
management, in a multimedia environment, for the marketing, selection, purchase, and 
sale of unique, high monetary value characteristic products, including the processing 
of all documents to effect and settle the resulting transaction, over , a high speed 
communications network on a dynamic, real time basis. 

Nahan Patent at 2:38-45. Although Nahan's preferred embodiment focuses on "high monetary 
value" artwork, it explicitly discloses that the system may be used with a variety of collectable 
products: "The system is preferably used for the purchase and sale of art by dealers in the art 
industry, but is readily adaptable for use with other product categories with similar 
characteristics such as antiques, jewelry, oriental rugs, numismatics, philately, and others." Id. at 
2:44-48. Like the Lindsey patent, MercExchange has repeatedly sought claims that are plainly 
invalid in view of the Office's findings regarding the Nahan patent's disclosure. 

1. Nahan discloses conducting sales of items while the item remains in the 
seller's physical possession and outside the possession or control of the 
trading system. 

Although Woolston's specification is centered upon the auction/trading system having 

physical and legal possession and control of items offered — i.e., they are consigned to a 

"consignment node" — he and Phillips have argued that certain claims of the '051 patent are 

patentable over the prior art based on the item remaining in the seller's possession and outside 

the control of the auction system. While there is no § 112 support for such claims, Nahan 

discloses this very feature: 

• Item remains in seller's possession / outside auction system 's control: "The invention ... 
also enables individual owners to offer their artwork for sale to a wide audience in a forum other 
than an auction, while allowing them to retain physical possession of such artwork until it is sold." 
Nahan at 4:22-26. 

2. Nahan discloses a computerized, electronic market. 

As the examiners in Woolston's '057 and '779 applications correctly observed, Nahan 

describes an electronic market in which users may post and search information about collectible 

items and buy and sell those items over a worldwide computer network: 
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• Electronic Market: "Nahan et al discloses a system and method of electronically executing 
transactions with a preprogrammed main computer having data and image storage and retrieval 
equipment:' '057 Office Action at 3 (3/28/00). 

• Electronic Market: "[Nahan describes] a system that provides member dealers access to an 
extensive and diverse collection of artwork . . ., offering member dealers the opportunity to sell their 
inventory throughout the world. It enables artists to offer their work for sale directly through any 
member dealer (see col. 2, lines 50-58);" '779 Office Action at 5 (6/19/01). 

3. Nahan teaches selling goods in an auction format as well as fixed price 
sales. 

As the examiners in Woolston's '653 and '551 applications correctly found, one of 
ordinary skill in the art would have been motivated to implement Nahan 5 s transactional system in 
an auction-sales format: 

• Auction sales: "Applicant does not specify what is meant by an auction. The sale of items at 
auction is an old practice to move items quickly and achieve competitive process, especially for the 
sale of art or unique items. For example, Sotheby's and Christies are famous auction houses 
dating back to the 1700'$. In the alternate the Examiner takes Official Notice that it is old and well 
known in the art of sales for dealers to auction items for a quick sale at competitive prices. It would 
have been obvious to one having ordinary skill in the art at the time the invention was made for the 
dealers of Nahan et al. to be auctioneers, in order to allow the dealers to quickly sell items at 
competitive prices:' '653 Office Action at 4 (12/20/01). 

• Auction sales: "Therefore, it would have been obvious to one skilled in the art at the time the 
invention was made to modify the teachings of Nahan to explicitly teach the electronic transactional 
system comprises an electronic auction system, as taught by Nitta, for the motivation of performing 

. transactions between buyers and sellers" '551 Office Action at 1 1 (2/4/04). 

4. Nahan discloses electronic payment processing by transferring funds 
from user accounts and suggests the use of credit cards and other forms 
of electronic payment. 

As the examiners in the '779, '057, '021, and '551 applications correctly observed, 

Nahan describes processing payment information and instructions and clearing electronic 

payment for purchases by transferring funds from one participant account to another. For 

example, the '021 application examiner explained "Nahan et al provides a well established means of 

transferring escrowed purchase funds on a network into an account for the listing dealer in order to provide 

an efficient method of payment between a plurality of participants in an auction system" ('021 Office 

Action at 11 (6/2/00)) and found Nahan taught the following claim limitations: 
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• Transaction processing module: "... said transaction processing module receiving payment 
information from participants of said multiple simultaneous auctions," '021 Office Action at 10 
(6/2/00); 

• Accounting module: "an accounting module connected to said transaction processing module, 
said accounting module maintaining financial accounts for said seller of an item for auction at said 
simultaneous internet auction apparatus" '021 Office Action at 10 (6/2/00); 

• Payment instructions: "means for receiving payment instructions from said internet participants 
in said simultaneous internet auctions ... means for processing payment instructions to transfer 
funds from an internet auction participant's account to another account" '021 Office Action 
at 10 (6/2/00); 

• Escrow: "means for processing payment instructions to transfer funds from said internet 
participant's account to an escrow account accessed by said simultaneous internet auction 

. apparatus" '021 Office Action at 10 (6/2/00); 

• Deducting commission: "means for deducting a predetermined amount from said transaction 
and depositing said deducted predetermined amount to a second account accessed by said 
simultaneous internet auction apparatus" '021 Office Action at 10-1 1 (6/2/00); and 

• Private user accounts: "means for maintaining private accounts for a plurality of sellers at said 
simultaneous internet auction apparatus " '021 Office Action at 1 1 (6/2/00). 

Consistent with these findings, the Office has further observed: 

• Funds transfer: "the system requests that the buying dealer wire transfer funds to pay for the 
purchased work. At this time, the listing dealer can issue modified wire transfer instructions such 
as name and address of bank to receive funds (see col 13, lines 55-66);" '779 Office Action 
at 6 (6/19/01); '057 OFFICE ACTION at 6 (3/28/00). 

• Escrow/funds transfer: "However, Nahan et al discloses ... [t]he escrowed purchase funds are 
then transferred to the listing dealer's account and notification of the wire transfer is made 
electronically by way of wire transfer advice to the listing dealer" (See col. 14, lines 31-49)." 
'021 Office Action at 1 1 (6/7/00). 

• Payment information: "As per claim 79, Nahan discloses: receiving payment information for at 
least one participant in the first or second electronic market (col. 13 lines 54-67; col. 14 lines 1-5); 
processing the received payment information (col. 13 lines 54-67; col. 14 lines 1-5; col. 14 lines 46- 
49)..." '057 OFFICE ACTION at 12 (12/12/00), 

• Payment information: "Claim 35: Nahan teaches: receiving payment information from at least 
one participant in the first or second transactional tiers, the received payment information being 
associated with a transaction at the first or second tier (col. 13 lines 54-67; col. 14 lines 1-5; col. 14 
lines 46-49);" '55 1 Office Action at 8 (2/4/04). 

Moreover, as the examiner in Woolston's '779 application further observed, it would 
have been obvious to one skilled in the art to substitute credit card processing for the electronic 
funds transfer described in Nahan. 

• Credit cards: u Official Notice is taken that the payment information identifies credit card payment 
information. Although not specifically taught in Nahan et al, determining and designating a 
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payment method in transactions or auctions is generally recognized as routine knowledge among 
skilled artisans within the transactional art. When processing a transaction via credit card, a 
central clearinghouse determines the status of an account identified by the particular card holder. 
Similarly, when processing a transaction via transfer of money, the other bank is called upon for a 
transfer to the account of the payee. This interbank transfer operation may run through a central 
clearing house to verify if the account contains sufficient funds to cover the transaction. Thus it 
would have been obvious to one skilled in the art at the time of the invention to incorporate 
processing the payment information in the form of a credit card payment in order to provide an 
efficient means of verifying the payment of the buyer and to enable authorization from a bank or 
clearing house to transfer funds for payment" '779 Office Action at 8-9 (6/19/01). 

5. The Nahan system processed payment and completed transactions within 
the electronic market system. 

Woolston has argued that Nahan does not disclose processing payment within the Nahan 
system, although his specification and claims include no such requirement. While the Nahan 
patent discusses electronic inter-bank transfers, prior art articles of record in Woolston and 
Phillips' '014 application disclose that payment was processed and transactions were completed 
within the patented Nahan system. 

• Payment Processing within the trading system: "The buyer will also be able to purchase the 
work immediately via electronic transfer of funds. Because Honicorp is developing its own on-line 
service, it will be able to guarantee the confidentiality of the financial transactions." Wilson, 
Gallery Hopping On-line, International Herald Tribune (Oct. 29, 1994). 

• Payment Processing within the trading system: "Should the customer decide to buy, 
ArtView completes the sale electronically over an integrated private transaction network." King, 
Digitized Art Gallery Paints Retail's Future, COMPUTERWORLD (Nov. 28, 1994). 

6. Nahan describes all the functionality of MercExchange's purported 
"speculation" feature, including "binding offers," "finality of 
transaction," electronic ownership transfer, and pricing histories. 

During prosecution, Woolston and Phillips have repeatedly attempted to distinguish prior 
art by arguing certain references were mere "invitations to deal" and did not transfer ownership 
with finality of transaction such that users could speculate on an item by re-selling it. Contrary 
to these assertions, the Office has expressly found Nahan discloses all the "speculation" 
functionality MercExchange claims the prior art is lacking. 
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a. Nahan discloses ownership and title transfer. 

• Ownership transfer: "As per claim 79, Nahan discloses ... transferring an ownership interest in 
an item to the at least one participant (col. 14 lines 31-46)." '057 Office Action at 12 
(12/12/00). 

• Ownership transfer: "Claim 33: Nahan teaches facilitating a transaction in the first transactional 
tier between a consumer participant and a dealer participant, the transaction transferring a legally 
cognizable interest from, the dealer participant to the consumer participant (col. 2 lines 3845)." 
'55 1 Office Action at 7 (2/4/04). 

• Ownership transfer: "Nahan teaches: ... transferring an ownership interest in an item to the at 
least to the at least one participant (col. 14 lines 31-46)." '551 Office Action at 8 (2/4/04). 

• Ownership transfer: "As to claim 20, Nahan et al discloses ... generating forms and 
instructions for the complete payment and transfer of title of selected property (see col. 19, lines 
61-67)." '779 Office Action at 8 (6/19/01). 

b. Woolston has not described binding offers to sell suffi ciently to 
distinguish the prior art. 

• Binding offers: "Further, the Examiner considered giving rejections under 35 USC 112, first 
Paragraph regarding lack of enablement of the claimed 'binding' feature. However, the Examiner's 
knowledge of basic contract law and Appellant's single reference to the binding concept in the 
Specification gave assurance that this feature was known to one of ordinary skill in the art of online 
commerce. For this reason, Appellant need not provide more detail to enable; likewise, the feature 
cannot be patentablv distinguishing ." '779 Examiner's Answer at 5 (1/17/03) (affirmed 
byBPAT). 

c. Nahan discloses binding offers to sell and buy. 

• Binding offers: "We do not agree with appellant's argument that the system taught by Nahan 
represents an invitation to deal as opposed to a binding offer to sell. Nahan discloses that if a 
customer decides to make the purchase, then a series of electronic communications are initiated 
between the host computer and the buying and listing dealers to effect, and ultimately 
consummate, the transaction (column 3, line 63 to column 4, line 6)." '779 BPAI Decision at 
8(1/28/05). 

• Binding offers: "Nahan is far more than the browsing environment suggested by Appellant. As 
noted in Paper No. 20, pages 5-8, Nahan does discloses binding sell/buy offers including prices, 
acceptance, and providing payment information. The points argued do not show that Nahan's 
system does not do what Appellant's invention does; they simply show that Nahan details 
additional features which address unusual occurrences in a system for assured and convenient 
binding transactions" '779 Examiner's Answer. 

• Binding offers: "Nahan discloses an offer to sell (Column 13, line 30), an acceptance of the 
offer to sell (column 13, line 38) and consideration (Column 13, lines 45-47), which elements 
constitute a complete contract for the sale of an item and can be considered equally as binding as 
that disclosed and claimed by Applicant. Further, Applicant cites several features from Nahan's 
specification which he implies constitute only an invitation to deal. The Examiner observes that the 
features cited by Applicant in holding are inherent to any sales transaction, binding or not; it is 
impossible to force the sale of an item which is unavailable." '779 Office Action at 15 
(6/19/01). 
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d. Nahan discloses executing sales with finality of transaction. 

• Finality of transaction: "As per claim 75, Nahan discloses facilitating a financial transaction in 
the first-tier electronic market between a consumer participant and a dealer participant the 
transaction having finality of transaction (col. 2 lines 38-45)" l 057 Office Action at 11 
(12/12/00). 

• Executing transactions: "As to claims 11 and 30, Nahan et al discloses a system and method 
of electronically executing transactions..:' '057 Office Action at 3 (3/28/00). 

• Finality of transaction: "Claim 31: Nahan teaches facilitating a financial transaction in the first 
transactional tier between a consumer participant and a dealer participant, the transaction having 
finality of transaction (col 2 lines 38-45; col. 15 lines 44-49)." '551 Office Action at 7 
(2/4/04). 

e. Nahan discloses tracking an item's pricing history. 

• Pricing history: "As to claim 74, Nahan et al discloses a History button that displays a price 
history of the displayed work . . . information about the prices paid for the work and/or other works 
of the same artist (see col. 13, lines 3-12)." '779 Office Action (7/5/00). 

f. Nahan discloses modifying a data record after clearing payment. 

• Modifying a data record after payment clears: "However, Nahan et al discloses ... [t]he 
escrowed purchase funds are then transferred to the listing dealer's account and notification of the 
wire transfer is made electronically by way of wire transfer advice to the listing dealer. (See col. 
14, lines 3149)." '02 1 Office Action at 1 1 (6/7/00). 

• Modifying a data record after payment clears: "After the system has received notification 
that the buying dealer has transferred sufficient funds for the purchased work 564, a shipping 
authorization and corresponding instructions are electronically sent to the listing dealer 566." 
Nahan at 14:31-34. 

• Modifying a data record after payment clears: "If ... the buying dealer indicates his 
acceptance of the work . . . ftjhe escrowed purchase funds are then transferred to the listing dealer's 
account 582 and notification of the wire transfer is made electronically by way of a wire transfer 
advice to the listing dealer 584" Nahan at 14:41-49. 

7. Nahan teaches the use of terminal authentication to verify a terminal is 
an authorized user of the system. 

Woolston has argued that Nahan does not disclose the use of terminal authentication, as 
opposed to a user-specific password, to verify whether access to the system should be granted. 
However, Nahan describes granting or denying access based on a "Dealer ID" and makes clear 
that each dealer is associated with only the posting terminal physically located at his or her 
gallery. Thus, the "Dealer ID" necessarily identifies and authenticates the physical terminal 
attempting to access the system. 
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• Terminal Authentication: "... a plurality of intelligent terminals, each intelligent terminal 
associated with a dealer ..." Nahan, Claims 33, 34; 

• Terminal Authentication: "Instructions to complete the purchase are automatically generated 
and communicated to the intelligent terminals corresponding to the appropriate listing dealer and 
the appropriate buying dealer." Nahan, Abstract; 

• Terminal A uthentication: "In a typical art sale situation, a dealer meets a prospective buyer in 
his gallery. The dealer and the buyer(s) sit around the table 15 of sales suite 10 (see FIG. 2). The 
sales suite 10 is an intelligent terminal comprising a computer 21, a keyboard 17 and a pointing 
device (mouse) 19, a work monitor 13 (for text input and review), and a view monitor 11 (for 
viewing images) mounted in a wall unit and associated with a table 15. The dealer begins, as 
shown in FIG. 3, by initiating a log-on procedure 14-28 which validates the dealer's ID code and 
determines his level of authority (to restrict his access to certain system functions, if necessary) " 
Nahan, 7:35-45. 

8. Nahan describes sellers posting information about collectible items to the 
system's central database for storage. 

As the examiner in Woolston's '779 application noted, Nahan describes sellers posting 

information about items for sale to the system's central database, including textual descriptions 

and digital images of the items: 

• Item info, and image/database: "As to claims 11 and 30, Nahan et al discloses a system and 
method of electronically executing transactions with a preprogrammed main computer having data 
and image storage and retrieval equipment (see abstract, line 1-4);" '057 Office Action at 3 
(3/28/00). 

• Item info, and image: "a transparency of the artwork is scanned and indexed with information 
about the artist, the artwork and keywords describing the work (see col. 6, lines 49-51); " '779 
Office Action at 5 (6/19/01). 

• Item image/database: "Nahan discloses a plurality of electronic images of works of art which are 
for sale are created by at least one listing dealer and stored on the storage equipment associated 
with the main computer (see abstract lines 4-7);" 6 779 Office Action at 5 (6/1 9/01). 

• Item infoJdatabase: "Claim 37: Nahan teaches a data repository for storing information about 
items available for sale (col. 2 line 60-64)" '551 Office Action at 9 (2/4/04). 

• Item info.: "However, Nahan et al discloses an art report that comprises a print-out of one or 
more selected images and any relevant information about the work(s) which is stored on the 
system. This information includes the artist's name, title of artwork, date, size and medium and 
may include items such as bid date, common media, selling prices, data about the work itself such 
as previous selling price(s), etc., and whether the work has been reserved or sold (see col. 11, 
lines 60-67)" '021 Office Action at 12 (6/7/00). 
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9. Nahan describes a method for searching the market's central database 
for, and displaying information about, items satisfying criteria input at a 
buyer's computer terminal. 

As the examiner in Woolston's '021 and '057 applications observed, Nahan describes 

locating and displaying item information from the market's database that satisfies buyer 

specified search criteria input at that buyer's terminal: 

• Search criteria: "fTjhe dealer may enter a variety of selection criteria to identify artwork which 
comports with the client's taste or desire (see col. 7, lines 64-67; and col. 8, lines 1-3);" c 057 
Office Action at 4 (3/28/00). 

• Search criteria: "Nahan et al however teaches a search criteria is inputted through the intelligent 
terminals for selecting at least one of the stored electronic images for review (see abstract, lines 
14-16):' '021 Office Action at 13 (6/7/00). 

10. Nahan describes providing electronic notification to buyers, sellers, and 
all users of the network that an item has been ordered or purchased. 

As the examiner in Woolston's '779 and '057 applications correctly noted, Nahan 

describes providing both buyers and sellers notification that an item had been reserved, ordered, 

accepted, and paid for, as well as notification to all users of the network as to whether an item 

had been reserved or sold. 



• Notification to buyer/all participants: "... an order acceptance notification is electronically 
conveyed to the buying dealer as well as an inquiry as to any change in the buyer dealer's default 
shipping instructions ... if the customer decides to make the purchase, notification is instantly sent 
throughout the global network and that particular work is no long available for sale (see col. 3, lines 
57-59)" '779 OFFICE ACTION at 6 (6/1 9/01). 

• Notification to buyer: "At the same time, an order acceptance is conveyed to the buying dealer 
as well as an inquiry as to any change in the buying dealer's default shipping instmctions. ..." 
'057 Office Action at 5 (3/28/00). 

• Order confirmation: "As to claims 1 1 and 30, Nahan et al discloses . . . when a dealer places a 
buy order on behalf of a client and acknowledges it, the system generates an order confirmation 
and assigns a transaction number (see col 13, lines 47-51)." '057 Office Action at 3-4 
(3/28/00). 

• Notification to seller: "As to claims 16 and 35, Nahan et al discloses if the listing dealer 
confirms that the work is still available, an acceptance notification is electronically conveyed to the 
listing dealer. At the same time, an order acceptance is conveyed to the buying dealer ..." '057 
Office Action at 5 (3/28/00). 
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11. Nahan disclosed shipping items sold to buyer-designated locations. 

As the examiner in Woolston's '779 and '057 applications observed, Nahan describes 
storing user's default instructions regarding where to ship purchased items. 

• Shipping to buyer: "an order acceptance notification is electronically conveyed to the buying 
dealer as well as an inquiry as to any change in the buyer dealer's default shipping instructions" 
'779 Office Action at 6 (6/19/01). 

• Shipping to buyer: "At the same time, an order acceptance is conveyed to the buying dealer as 
well as an inquiry as to any change in the buying dealer's default shipping instructions. ..." '057 
Office Action at 5 (3/28/00). 

12. Nahan describes registering and maintaining account profiles for users of 
the network. 

As the examiner in Woolston's '779 and *057 applications explained, Nahan describes 
registering accounts for users in which "detailed client information" is stored including a record 
of items purchased by the client. 

• User account: "new client information can be entered at virtually any time during use of the 
system. After the new client option is selected, the user can enter detailed client information any 
time he/she wishes (see col. 12, lines 6-10):' '779 Office Action at 6 (6/19/01). 

• User account: "As to claims 11 and 30, Nahan et al discloses ...the subsystem is searched to 
see if the prospective buyer was a previous client If there was previous activity for the client, the 
dealer may continue with that client's activity by displaying a prior created portfolio . . . (see col. 7, 
lines 46-54). If display of an existing client's portfolio is not desired, or if the dealer is working with 
a new client, the dealer may enter a variety of selection criteria to identify artwork which comports 
with the client's taste or desire (see col. 7, lines 64-67; and col. 8, lines 1-3); ..." '057 Office 
ACTION at 3-4 (3/28/00). 

13. Like Woolston's disclosure, Nahan describes a "trusted network" of 
member dealers. 

As the examiner in Woolston's '057 application explained, Nahan teaches that members 
of the network include "trusted" dealers that are approved by the system. 

• Trusted dealer: "As per claim 64, Nahan discloses the second participant comprises a trusted 
dealer (Abstract; col. 2 lines 50-59):' '057 Office Action at 9 (12/12/00). 
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D. Prior art online auctions. 

Woolston did not invent the idea of an online collectible auction, yet he persists in 
claiming subject matter that the Office has repeatedly found is disclosed by the prior art, 
including: 

• SHARP, From Army Knives to Gold Coins, Collectors Attend 'On-line ' Auctions, 
MEMPHIS BUSINESS JOURNAL (July 28, 1986) (describing an online 
collectible auction service similar to Woolston's "trusted" system); 

• Save The Earth Foundation: Internet Online Rock and Roll Art Auction 
Celebrating Earth Day Is Declared Open To The World For One Month, 
BUSINESS WIRE (April 24, 1995) (describing a WWW-based auction of 
autographed, collectible goods); and 

• Computer Museum Holds An Internet Auction, OPEN SYSTEMS TODAY (1 994) 
(describing an Internet-based auction of collectible goods). 

As detailed below, the Office has expressly found that these articles teach or suggest to those 
skilled in the art a host of auction elements and concepts that MercExchange continues to claim. 

1. The prior art teaches seller-initiated and seller-scheduled online auctions. 
The prior art of record in Woolston and Phillips' '014 application teaches seller initiated 

and scheduled auctions. 

• Seller initiated/scheduled auctions: "Bidding on regular items listed on a daily basis can take 
as long as rules set up by the consigners allow" Coin Trading to Begin on Acorn 
Network, COIN WORLD, June 4, 1 986 

2. Online auctions of collectible goods were well known in the art before 
Woolston's original application. 

As the BPAI noted in Woolston's '014 application, Sharp's Army Knives article 
described an online trading system for the auctioning and sales of collectible goods nearly a 
decade before MercExchange filed its original application. Moreover, the '021 and '779 
application examiners found the Save the Earth and Computer Museum articles disclose similar 
auctions that were implemented on the Internet and Worldwide Web prior to MercExchange's 
original application: 
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• Online collectible auction: "Turning to Sharp, we find that Sharp is directed to an 'on-line' 
auction that is stored on an IBM Personal computer AT, which has been programmed to carry out 
the tasks needed to conduct on-line auctions and straight sales. The auctions are for coins and 
other collectibles. The system is accessible to anyone with a computer terminal and a modem" 
'014 BPAI Op. at 17-18. 

• WWW collectible auction: "Save the Earth discloses an internet auction ... [and] items for 
auction are presented via the world wide web" '021 Office Action at 8 (6/7/00). 

• Internet collectible auction: "Computer Museum discloses an Internet auction ..." '779 
Office action (7/5/00) 

3. The prior art teaches sellers electronically posting their items for auction. 

As the BPAI noted in MercExchange's '014 application, Sharp's Army Knives article 
describes sellers posting their items for sale electronically by sending messages describing and 
offering their items to the online auction system. 

• Item posting: "Collectors send messages offering their coins, then ship the coins in advance of 
the auction dater '014 BPAI Op. at 17-18. 

4. The prior art teaches storing item postings in a database that is accessible 
and searchable by potential bidders. 

As the Office explained in MercExchange's '014 and '021 applications, the prior art 
teaches storing item postings in a database maintained by the online auction system that buyers 
may connect to and search to find and bid on items in auctions conducted on the database. 

• Auction database: "The database has several different 'auctions' or 'trading floors.*" '014 
BPAI Op. at 17-18. 

• Auction database: "However, From Army Knives to Gold Coins discloses a network with a 
database that has several different auctions or trading floors (see page 2, paragraph 7)" '021 
Office Action at 5 (6/7/00). 

5. The prior art teaches presenting item information from an auction database 
to participants over the Internet and Worldwide Web, including 
identification codes, descriptions, images, and identification of the item's 
owner. 

As the Office explained in MercExchange's '021 application, the prior art teaches 
presenting item information to auction participants over the Internet and Worldwide Web, 
including item identifiers, descriptions and images and an indication of who owns the item. 
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• WWW: "Save the Earth discloses . . . items for auction are presented via the world wide web (see 
paragraph 3 and 4) ... items are presented to be viewed on Internet (see paragraph 3);" '021 
Office Action at 8 (6/7/00). 

• Presenting item info.: "However, From Army Knives to Gold Coins discloses that Acorn 
Collector Services network provides its 350 subscribers descriptions of coins and other collectibles 
(see page 1, paragraph 4);" '021 Office Action at 4 (6/7/00). 

• Presenting item ownership: "Save the Earth discloses ... items for auction are identified as to 
whom has ownership ..." '021 Office Action at 8 (6/7/00). 

• Digital image: "It would therefore have been obvious to incorporate the teachings of archiving an 
inventory with a file or color image in the auction of Save the Earth in view of Computer Museum in 
view of From Army Knives to Gold Coins ..." '021 Office Action at 14 (6/7/00). 

• Item ID code: "As to claims 24 and 33, it would therefore have been obvious to one having 
ordinary skill in the art at the time of the invention to have incorporated the teachings of a tracking 
code generator, and accessing an auction database and an item sold database in the auction of 
Savethe Earth in view of Computer Museum ..." '021 Office Action at 12-13 (6/7/00). 

• Item ID code/info.: "In the art of purchasing or making a transaction for a desired item, whether 
on the internet, in a store, or in a catalog, the desired item is identified by a name or code in order 
to provide the purchaser with information about the particular item and or to insure an accurate 
purchase of the particular item. It would therefore have been obvious to one having ordinary skill in 
the art at the time of the invention to have incorporated this teaching of providing identification of 
the item in the auction of Save the Earth because From Army Knives to Gold Coins provides a 
well-established means of identifying coins and other collectibles in the internet auction" '021 
Office Action at 4 (6/7/00). 

6. The prior art teaches conducting simultaneous, online auctions. 

As the Office found in MercExchange's '021 application, the prior art teaches conducting 
multiple, simultaneous auctions of individual goods. 

• Simultaneous auctions: "Therefore it would have been obvious to one having ordinary skill in 
the art to incorporate this already sophisticate^] programming of Experimental Market Economics 
and adapt it for use on the Internet with the auction system of Computer Museum for making 
simultaneous auctions available, to allow the auctions to move more quickly, and to allow 
participants to continually engage in the auction. This process will prevent participants from having 
to wait for a particular item of interest nearly as long to be auctioned if more than one took place at 
a time" '021 Office Action at 8-9 (6/7/00). 

Indeed, in testimony that is of record in the '014 application, the operators of the system 
described in the Army Knives article explained that they conducted multiple, simultaneous online 
auctions in the 1980's. 

• Simultaneous auctions: "Q. So in 1987 the Acorn Network had multiple auctions running at the 
same time. Is that right? A. Yes." Mintz TR 35:8-1 1 . 



32 



Serial No. 09/253,014 



• Simultaneous auctions: "Q. ... So there were auctions, ongoing at all times, on the Acorn 
Network? A. Oh, yeah:' BlankleyTR 36:17-37:2. 

7. The prior art teaches receiving bids from participants over the Internet 

As the Office found in MercExchange's '014, '779, and '021 applications, the prior art 
teaches receiving bids from auction participants online, including over the Internet. 

• Online bids: "In operation, users enter their bids in the form of messages:' '014 BPAI at 17- 
18. 

• Internet bids: "Save the Earth discloses ... participants are able to receive bids on items over 
the internet (see paragraph 5, lines 1-3)." '02 1 Office Action at 8 (6/7/00). 

• Internet bids: "Save the Earth discloses participants are able to receive bids on items over the 
Internet (see paragraph 5, line 1-3);" '779 Office Action at 7 (6/19/01). 

8. The prior art teaches scheduling online auctions. 

As the Office found in MercExchange's '021 application, the prior art teaches scheduling 

internet auctions. 

• Auction scheduling: "Save the Earth discloses ... scheduling the auction (see paragraph 3; 
from April 22 through May 21, 1995) ..." '021 Office Action at 8 (6/7/00). 

9. The prior art teaches terminating auctions and notifying participants of bids, 
auction results, and upcoming events. 

As the Office found in MercExchange's '021 and '779 applications, the prior art teaches 
terminating online auctions and further teaches notifying participants of termination, bid 
acceptance, winning bids, and upcoming auctions. 

• Auction termination/notification: "It would therefore have been obvious to one having 
ordinary skill in the art at the time of the invention to have incorporated this teaching of termination 
and notification in the auction of Save the Earth because Computer Museum provides the well- 
established means of communicating over the internet, i.e. e-mail, in an internet auction" '021 
Office Action at 4 (6/7/00). 

• E-mail notification of bid acceptance/termination: "Computer Museum discloses ... 
participants were notified by e-mail as to whether their bids were accepted and further were notified 
after the auction had been terminated (see paragraphs 9 and 10)." '779 Office Action 
(7/5/00). 

• E-mail notification of bid acceptance/termination: "However, Computer Museum discloses 
an internet auction, similar to that in Save the Earth, wherein participants were notified by e-mail as 
to whether their bids were accepted or not and further were notified after the auction had been 
terminated (see paragraphs 9 and 10)" '021 Office Action at 4 (6/7/00). 
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• E-mail notification of upcoming events: "Thus, it would have been obvious to one having 
ordinary skill in the art at the time of the invention to implement electronic mail sent to the registers 
in Computer Museum to include an E-mail of upcoming auction events in order to keep registrants 
abreast and updated on events" '021 Office Action at 15 (6/7/00). 

10. The prior art teaches electronic payment processing in online auction 
systems and requiring a bidder to submit payment information before 
accepting bids. 

As the Office found in MercExchange 's '021 application, the prior art suggests 
incorporating electronic payment processing — including payment instructions, receiving 
payment information before accepting bids, and clearing payment— in an online auction system. 

• Payment: "Computer Museum discloses ...the museum arranged for payment and delivery (see 
paragraph 10)" '021 Office Action at 6 (6/7/00). 

• Payment instructions: "It would therefore have been obvious to one having ordinary skill in the 
art at the time of the invention to have incorporated this teaching of arranging for payment in the 
auction of Save the Earth because Computer Museum provides a well-established means of 
advising participants of the proper method of payment in order to transfer ownership of the 
particular item that was a successfully high bid." ' 02 1 Office Action at 6 (6/7/00). 

• Payment: "It would therefore have been obvious to one having ordinary skill in the art at the time 
of the invention to have incorporated a method of payment in the auction system of Save the Earth 
in view of Computer Museum ..." '021 Office Action at 11 (6/7/00). 

• Payment information: "Thus it would have been obvious to one skilled in the art at the time of 
the invention to incorporate the payment information from the auction participant is accepted before 
bids and the payment method is in the form of a credit card payment in the auction system of Save 
the Earth in view of Computer Museum in view of From Army Knives to Gold Coins in order to 
provide a secure auction system with a verification process that reserves and verifies the payment 
of the auction participant's ability to pay for such items for auction and to enable authorization from 
a bank or clearing house to transfer funds for payment upon a successful bid." '021 Office 
ACTION at 7 (6/7/00). 

11. The prior art teaches the auction system acting as a "trusted network" by 
taking possession of items and verifying items' authenticity, descriptions, and 
asking price. 

As the Office found in MercExchange 's '021 and '014 applications, the prior art teaches 
an online auction system performing the functions of Woolston's "trusted network," including 
taking possession of and inspecting items to verify their authenticity and the accuracy of their 
descriptions and their sellers' asking prices. 
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• Trusted intermediary/item verification: "Blankley has them checked for authenticity and for 
the accuracy of the asking price. They are then stored in a bank vault and the message is 
transferred onto the auction portion of the database:' '014 BPAI Op. at 17-18. 

• Trusted intermediaryAtem verification: "However, From Army Knives to Gold Coins discloses 
the Registered Coin Trading Floor registers the coins by an accepted organization prior to their 
offering (See page 2, paragraph 11)" '021 Office Action at 5 (6/7/00). 

• Trusted intermediary/item verification: "the coins are registered by an accepted organization 
prior to their offering and they are offered for sale as individual items on the database (see page 2, 
paragraph 10)." '021 Office Action at 4 (6/7/00). 

12. The prior art teaches charging buyers and sellers fees. 

As the Office found in MercExchange's '021 application, the prior art teaches charging 

fees to buyers and sellers. 

• User fee: "A toll-free number connects the user with the database for a one time fee and a 
monthly charge" '014 BPAI Op. at 17-18. 



IV. THE OFFICE'S FINDINGS REGARDING THE KNOWLEDGE AND 
MOTIVATION OF SKILLED ARTISANS. 

In addition to the findings regarding the claim features present in the prior art, the Office 

has also made a number of findings regarding the knowledge and motivation of those skilled in 

the art at the time of the invention. Although many of these findings flatly refute positions 

Woolston has taken — and continues to take — regarding the patentability of his claims, Woolston 

has not disclosed them to the Office in its applications. Requester respectfully requests that the 

Office observe these findings and apply them consistently in MercExchange's applications. 

A. The prior art clearly establishes that skilled artisans would have been 
motivated to incorporate electronic payment processing and accounts in 
online auctions and electronic markets. 

Woolston and Phillips have argued that no motivation existed to combine any "one of 
the many proposed electronic fund transfer schemes" that their specification concedes were 
"well-known" and "understood" in the art ('051 Patent Col. 8, line 26 - Col. 9, line 1; Col. 22, 
Ins. 13-17) with prior art auction or trading systems. Their argument overlooks that such 
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"motivation may be derived from ... the knowledge of one of ordinary skill in the art, or from 
the nature of the problem to be solved." SIBIA Neurosciences, 225 F.3d 1349, 1356 (Fed. Cir. 
2000). As demonstrated by the art of record in the '014 application, the knowledge of those 
skilled in the art and the nature of online transactions provide ample motivation to incorporate 
electronic payment processing in Internet auctions and markets. 

As the examiner in the '051 re-examination correctly observed, because auctions 
necessarily require some means of transferring funds, their nature dictates that some means of 
processing payment is necessary. 

• Need for accounts in auctions: "all participants in auctions should have accounts established 
for the obvious reason of either crediting them, in case a participant receives funds, or debiting 
them if the participant has to make a payment" '05 1 Reexam Office Action at 2-3. 

The prior art of record in the '014 application makes clear that skilled artisans were aware of this 
fundamental requirement of Internet auctions. 

• Need for payment processing in auctions: "To function effectively, a remote auction system 
must allow a bidder to commit funds" Rockoff, Design of an Internet-based system for 
remote Dutch auctions, INTERNET RESEARCH Vol. 5, No. 4 at 15 (1995). 

As the examiner in the '051 re-examination correctly observed, because auctions necessarily 
require some means of transferring funds, their nature dictates that some means of processing 
payment is necessary. 

In addition to being acutely aware of the need for some form of payment processing in 
online auctions, the prior art in the '014 application also clearly demonstrates that skilled artisans 
had recognized that traditional, non-electronic payment processing was undesirable and ill-suited 
to Internet transactions. 

• Need for electronic payment in Internet transactions: "offering] only product information 
and customer support" online while processing payment offline is u, a very clunky way of conducting 
electronic commerce.'" Sandberg, System Planned for Shopping on the Internet, The 
Wall Street Journal (September 13, 1994). 
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• Need for electronic payment in Internet transactions: "[traditional cash transactions 
require special handling and accounting; some percentage is inevitably lost or stolen. Checks 
must be verified, take time to clear and often bounce. All these costs are ultimately passed along 
to consumers" Bank, Coming to Cyberworld: Virtual Cash, Buffalo News (Mar. 15, 
1995). 

• Need for electronic payment in Internet transactions: "A user cannot send cash or a check 
via the Internet and sending a check via physical delivery sen/ices is slow. Sending a credit card 
number over the Internet poses security problems. Moreover, even if it were reasonably safe to 
send credit card numbers, there are a lot of potential sellers of information products who do not 
have— and could not qualify for— the required merchant accounts." Stein col. 1 , lines 54-60. 

• Motivation for electronic payment in online transactions: "the Internet is expected to drive 
down the cost of transactions themselves by automating nearly all of the processing." Bank, 
Coming to Cyberworld: Virtual Cash, BUFFALO NEWS (Mar. 15, 1995). 

Moreover, the prior art made clear that the need to "drive down the cost of transactions 
themselves by automating nearly all the processing," id., was particularly important in online 
auctions and markets, where the system's profitability hinged upon processing a number of 
commission generating transactions efficiently and inexpensively. 

• Motivation for electronic payment in online transactions: '"Buyers and sellers each pay a 
2% commission fee to Acorn, compared to 25% routinely charged by dealers. ... If we were not 
doing this (Acorn), we would be dealing in higher margins,' he says. 'It's kind of a McDonald's 
concept. We sell on small margin but we sell a lot of coins. Army Knives at 3 . 

B. The prior art establishes "the strongest rationale" for automating steps in an 
online auction or market. 

As M.P.E.P. § 2144 explains, "[t]he strongest rationale for combining references is a 
recognition expressly or impliedly in the prior art . . . that some advantage or expected beneficial 
result would have been produced. ..." Performing steps automatically was undoubtedly known to 
increase the efficiency of a process, a benefit the art of record in the c 014 application 
demonstrates was well known in the e-commerce art. 

• Motivation to automate auction steps: "the Internet is expected to drive down the cost of 
transactions themselves by automating nearly all of the processing" Bank, Coming to 
Cyberworld: Virtual Cash, BUFFALO NEWS (Mar. 15, 1995). 
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C. The Office has found that limiting a claim to the sales of used or collectible 
goods is not a patentable distinction over the prior art. 

In MercExchange 's '820 application, the Office found that limiting a claim to the 
auctioning or sales of collectible or used goods is insufficient to distinguish prior art systems 
directed to trading of non-collectible goods: 

• Type of good irrelevant: "Finally, it is not seen how the mere nature of the goods sufficiently 
distinguishes the structure of the system or the method performed" '820 Office Action at 4 
(5/11/98). 

D. The Office has found that it would be obvious to implement an online 
auction/trading system over any network architecture. 

In MercExchange 's '820 and '704 applications, found that it would have been obvious to 
one skilled in the art to implement an online auction / trading system over any of a number of 
well known network architectures (e.g., internet, WWW, broadband networks). 

• Internet/broadband network: "As for claims 19 and 20, the internet and a broadband network 
are well known" '820 Office Action at 6 (12/29/96). 

• Network type irrelevant: "Concerning the use of the Internet or a broadband network, the 
selection of a particular network architecture is not seen to provide a patentable distinction" '820 
Examiner's Answer at 7. 

• Transmission protocols: "The use of common, well known transmission protocols to transmit 
the data would have been obvious to those of ordinary skill in the art for the obvious advantage of 
using off the shelf hardware and software" '704 Office Action at 7 (10/16/97). 

• JAVA protocols: "As for claims 3-5, http and JAVA protocols are well known for presenting 
information on the world wide web and it would have been obvious to one of ordinary skill in the art 
at the time of the invention to have utilized these protocols" '704 Office Action at 7 
(4/3/97). 

• Modem: "The use of a modem for transferring information would have been obvious as modems 
facilitate instant transfer of information between locations" '704 Office Action at 6 (4/3/97). 

E. The Office has found those skilled in the art would have been motivated to 
incorporate an electronic title transfer system in an online collectible 
auction/trading system. 

In MercExchange 's '820, '704, and '564 applications, the Office found that skilled 
artisans would have been motivated to incorporate electronic title or ownership transfer to 
facilitate more efficient and convenient transactions and to reduce fraud in online sales. 
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• Ownership transfer: "It would have been obvious to one of ordinary skill in the art at the time of 
the invention to have incorporated an electronic title transfer method in the system of Lalonde to 
increase the speed of the transaction process as no title documents have to be physically 
transferred between the buyers and sellers" '820 Office Action at 4 (12/29/96). 

• Ownership transfer: "It is asserted that Aucnet would have to change the ownership status of a 
car as it is sold in order to make it unavailable for additional bids" '704 Office Action at 6 
(4/3/97). 

• Ownership transfer: "One of ordinary skill in the art of electronic commerce at the . time the 
invention was made would have been motivated to include apparatus, methods, systems and 
software for the transfer of ownership without transfer of physical possession for the obvious 
reason that such transfers are common and ordinary and are widely known in worldwide 
commerce" '564 Office Action at 7-8 (1 1/7/01). 

• Ownership transfer: "One of ordinary skill in the art of electronic commerce at the time the 
invention was made would have been motivated to include a transfer processor to modify a data 
record to include an indication of a transfer of an ownership interest from an originating entity to a 
purchasing entity for the obvious reason that in a computer system, all actions are carried out by 
software or hardware processors." '564 Office Action at 19 (1 1/7/01). 

• Ownership transfer: "Moreover, motivation was provided in the prior Office action, i.e. fraud 
protection and convenience" '820 Office Action at 5 (5/1 1/98). 

• Ownership transfer: "However, the examiner provided a motivation for combining the 
references in the prior office action, i.e. efficiency, that is not found solely in applicant's disclosure." 
'820 Office Action at 4 (5/1 1/98). 

F. The Office has found those skilled in the art would have been motivated to 
track item pricing history and permit a buyer to repost an item for sale at a 
new price without taking physical possession. 

In Woolston's '704, '779, and '820 applications, the Office found that tracking an item's 
pricing history was well known and that skilled artisans would have been motivated to permit 
buyers to repost items for sale at a new price without taking physical possession of the items. 

• Pricing history: "[Analyzing the price of goods over time is well known at least for determining 
what is considered fair asking or purchase prices. " ' 820 Examiner' s Answer at 6. 

• Reselling at new price: "As for claim 7, modifying a data record to reflect a new price, such as if 
the item were to be specially priced for a sale or if the value of the item goes up, for an item is well 
known. It would have been obvious to one of ordinary skill in the art to have modified the data 
record in order to ensure that the accurate price for the item is maintained in the system" c 704 
Office Action at 7 (4/3/97). 

• Reselling without delivery: "Concerning claim 118, it would have been obvious to one of 
ordinary skill in the art at the time of the invention to have allowed the buyer to post the item for re- 
sale or auction without taking delivery of the item for several reasons. First, this would have 
allowed buyers to speculate, by purchasing an item in the hope for a rapid and profitable resale at 
a higher new price. Second, if a buyer intended such a re-sale, it would have been counterintuitive 
to have made him pay for shipping to his residence only to have shipped the item again on re-sale. 
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Finally, the third party need not have stood any loss, for warehousing expense could be built into 
fees. For these reasons, allowing the buyer to re-post for resale or auction without taking delivery 
of the item would have been obvious" '779 Office Action at 10-1 1 (6/19/01). 

G. The Office has found that auctions inherently result in "binding" offers. 

In Woolston's '021 application and the reexamination of the '051 patent, the Office 
found that claiming a "binding" offer in an internet auction does not distinguish prior art 
auctions, which inherently result in "binding" offers. 

• Binding offers: "As to claims 19, All auctions by nature result in a binding offer for the sell and 
purchase of an item in order to legally sell a sellers item. Auctions will clearly need to provide a 
binding offer in order to have a mutual promise to perform based on the sellers wishes or simply to 
agree on a particular buyers offer" '021 Office Action at 5 (6/7/00); '05 1 Reexam Action 
at 8 (same). 

H. The Office has found that numerous forms of electronic payment processing 
were well known and it was obvious to skilled artisans to include any one of 
these in an online auction/trading system. 

Throughout MercExchange's applications and reexamination proceedings, the Office has 
repeatedly found that electronic payment processing was well known and obvious to implement 
in an online trading system. 



1. Electronic payment processing is well-known and obvious to implement 
in an online auction/trading system. 

• Payment processing: "Payment processing systems, such as for clearing credit card payments 
are well known." 6 820 Office Action at 5 (12/29/96). 

• Payment processing: "Electronic payment is well known and is the quickest way to assure 
payment compliance in an auction." '704 Office Action at 6 (4/3/97). 

2. Selecting from among the many well known forms of electronic payment 
is a design choice and not a patentable distinction and obvious to 
implement in an online auction/trading system. 

• Payment account type irrelevant: "Processing a payment from various accounts during a 
transaction is well known in the art in order to complete a transaction and to transfer ownership of 
an item that was purchased. Selecting the type of account for payment depends solely on the 
method of payment the seller prefers, therefore, any type of account, i.e. credit card, debit card, 
check, cash, etc., can be implemented to complete a transaction" '021 Office Action at 10 
(6/7/00). 
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3. Processing credit card payment through an external clearinghouse is well 
known and obvious to implement in an online auction/trading system. 

• Credit card/clearinghouse: "However, Official Notice is taken that a payment method can be by 
a credit card and cleared through a clearing agency is well known within the network transactional 
art and is generally recognized as routine knowledge among skilled artisans within the computer 
art. Thus, it would have been obvious to one having ordinary skill in the art at the time the 
invention was made to use credit card information as payment information in order to provide an 
adequate and efficient method of payment " '057 Office Action at 8 (3/28/00). 

• Credit card/clearinghouse: "Official Notice is taken that the payment information identifies 
credit card payment information. Although not specifically taught in Nahan et al, determining and 
designating a payment method in transactions or auctions is generally recognized as routine 
knowledge among skilled artisans within the transactional art. When processing a transaction via 
credit card, a central clearinghouse determines the status of an account identified by the particular 
card holder. Similarly, when processing a transaction via transfer of money, the other bank is 
called upon for a transfer to the account of the payee. This interbank transfer operation may run 
through a central clearing house to verify if the account contains sufficient funds to cover the 
transaction. Thus it would have been obvious to one skilled in the art at the time of the invention to 
incorporate processing the payment information in the form of a credit card payment in order to 
provide an efficient means of verifying the payment of the buyer and to enable authorization from a 
bank or clearing house to transfer funds for payment:' '779 Office Action at 8-9 (6/19/01). 

• Credit card/clearinghouse: "Nevertheless, it would have been obvious to one of ordinary skill in 
the art of electronic commerce at the time the invention was made to include payment information 
comprising credit card payment information and having the auction system process the credit card 
payment information to authorize payment of a bid received from a potential buyer. One of 
ordinary skill in the art of electronic commerce at the time the invention was made would have 
been motivated to include payment information comprising credit card payment information and 
having the auction system process the credit card payment information to authorize payment of a 
bid received from a potential buyer for the obvious reason that payment of goods by credit card 
provides a convenient and very common method of paying for purchases. Payment by credit card 
(and debit cards) also permits an electronic commerce node to be sure it receives payment for the 
goods sold." '564 Office Action at 23-24 (1 1/7/01). 

4. Clearing payment by debiting funds from one account and crediting them 
to another account is well known and obvious to implement in an online 
auction/trading system. 

• Crediting/debiting accounts: "all participants in auctions should have accounts established for 
the obvious reason of either crediting them, in case a participant receives funds, or debiting them if 
the participant has to make a payments '05 1 Reexam Action at 2-3. 

• Crediting/debiting accounts: "As to Claim 83, see the discussion of Claim 82 above and it 
would further have been obvious to have provided authorization to debit an account through the 
use of an account identifier because this would have uniquely identified the account to be used for 
payment" '779 Office Action (6/19/01). 

• Crediting/debiting accounts: "Those of ordinary skill in the art would have readily appreciated 
that electronic funds transfer in a trading system requires both the buyers and sellers have 
accounts and that the buyer's account be debited for the purchase made" '820 Examiner's 
Answer at 22. 
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5. Receiving and verifying payment information from bidders before 
accepting bids is obvious to implement in an online auction/trading 
system. 

• Verifying payment information before bids: "It would therefore have been obvious to one 
having ordinary skill in the art at the time of the invention to have incorporated this teaching of 
accepting payment information from an auction participant before accepting bids at the auction 
process from the auction participant and that the payment information comprises credit card 
payment information and further comprising processing the credit card payment information to 
authorize payment before accepting a bid from the auction participant because it would ensure 
payment/transfer of funds among participants over Internet and would reduce the risk of non- 
payment to the sellers, as explicitly disclosed in Stein" '05 1 Reexam Action at 8. 

• Verifying payment information before bids: "Nevertheless, it would have been obvious to 
one of ordinary skill in the art of electronic commerce at the time the invention was made to permit 
an auction processor to receive payment information from a potential buyer before accepting bids 
from that buyer. One of ordinary skill in the art of electronic commerce at the time the invention 
was made would have been motivated to permit an auction processor (hardware or software or 
both) to receive payment information from a potential buyer before accepting bids from that buyer 
for the obvious reason that doing so may sen/e to assure an electronic commerce node that the 
potential buyer will not walk away with the goods without paying. As mentioned above in relation to 
a "transfer" processor, the name of the process is as not important as the fact that the action takes 
placer '564 Office Action at 22-23 (1 1/7/01). 

• Verifying payment information before bids: "As to claims 18, 21, 52, 53, and 55, Official 
Notice is taken that the payment information from the auction participant is accepted before bids 
and the payment method is in the form of a credit card payment method. Although not specifically 
taught in Save the Earth, determining and designating a payment method in transactions or 
auctions is generally recognized as routine knowledge among skilled artisans within the 
transactional art. Accepting the payment information before the bids is used in a transaction 
environment in order to verify the validity of the payment and to minimize the risk of fraud and 
unauthorized user '021 Office Action at 7 (6/7/00). 

I. The Office has found that providing payment instructions to a winning 
bidder is inherent in any auction and therefore does not distinguish the prior 
art. 

In MercExchange's c 021 application, the Office found that providing payment 
instructions to a buyer or winning bidder is inherent to any sales transaction, including online 
auctions. 

• Payment instructions: "As to claim 20, although not specifically taught in Save the Earth, all 
transactions from the sell, purchase, or auction of an item whether in a store, in a catalog, or on the 
internet provides the purchaser or bidder with payment instructions in order to successfully handle 
the transfer of ownership of an item. Internet auctions would clearly need to provide payment 
instructions to bidders in order to guarantee buyers payment and to complete such binding offer 
between the seller and the buyerr '021 Office Action at 6 (6/7/00). 
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J. The Office has found that "mapping modules" are inherent to any 
Worldwide Web site. 

In MercExchange's '021 application, the Office correctly observed that "mapping 
modules" are inherent to any Worldwide Web site and therefore the inclusion of a mapping 
module limitation in a claim does not distinguish the prior art. 

• Mapping module: "It is inherent to one having ordinary skill in the art that an WWW site contains 
a mapping module. A World Wide Web page contains a Uniform Resource Locator (URL) which 
represents an address for a resource on the Internet. Therefore a URL specifies the protocol to be 
used in accessing the resource and the URL is mapped into a World Wide Web server to retrieve 
World Wide Web documents and data." '021 Office Action at 8 (6/7/00). 

K. The Office has found that paying a commission for a transaction is well 
known in the art and would have been obvious to one of ordinary skill in the 
art to include in an online auction / trading system. 

In MercExchange's '820 and '779 applications, the Office found the use of a commission 
for selling an item is well known and it would have been obvious to one skilled in the art to 
charge a commission in an online auction / trading system. 

• Commission: "As for claim 12, the use of commission for selling an item is well known." '820 
Office Action at 5 (9/17/97). 

• Commission: "It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have received payment information to enable a transaction fee to be paid to a third 
party because this would have made the efforts of the third party economically viable." '779 
OFFICE ACTION at 12 (6/19/01). 

• Commission: "It would therefore have been obvious to one having ordinary skill in the art at the 
time of the invention to have incorporated this teaching related to debiting a service charge to the 
seller's account for providing auction sen/ices in the auction of Save the Earth because this is a 
well-established practice to provide commission/service charges as a percentage of the transaction 
amount to entities providing services to sellers in helping them selling their products" '051 
Reexam Action at 12. 

• Debiting Commission from Seller's Account: "It would therefore have been obvious to one 
having ordinary skill in the art at the time of the invention to have incorporated these teachings 
related to debiting a service charge to the seller's account for providing auction services in the 
auction of Save the Earth because these are well-established practices obsen/ed to implement an 
auction and to ensure that the entity providing Internet auction services is paid and is paid in time 
while conducting an online auction." '051 Reexam Action at 13. 

• Charging buyers and sellers: "It would be obvious that the service provider who facilitates the 
buyers and sellers to buy and sell goods via Internet would also have to earn money and one of the 
ways would be to charge the participants, that is both buyers and sellers." '05 1 Reexam Action 
at 4. 
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L. The Office has found that the use of bar codes to manage inventory is well 
known and would have been obvious to one skilled in the art to include it in 
an online auction / trading system. 

In Woolston's c 820 application, the Office found the use of bar code printers and 
scanners to assign identification codes to items is well known and would have been obvious to 
one skilled in the art to implement in an online auction / trading system. 

• Bar codes: "As for claim 26 and 27, using a bar code printer to print an identification code is well 
known." '820 Office Action at 5 (12/29/96). 

• Bar codes: "Further, the use of bar codes is well known and would have been obvious to those of 
ordinary skill in the art." ' 820 Office Action at 5 (9/1 7/97). 

M. The Office has found that the fundamental auction operations Woolston 
persists in claiming are well known and would be obvious to include in any 
online auction. 

Throughout Woolston's applications and reexamination proceedings, the Office has 
repeatedly found that the basic details necessary to implement an auction were well known in the 
art and it would have been obvious to one skilled in the art that an online auction would include 
such steps as: opening an auction, receiving bids, terminating an auction, and selling the item to 
the highest bidder. 

1. Opening an auction with a bid, receiving bids, notifying participants that 
an auction had was closed, and selling to the highest bidder are well 
known. 

• Opening bid/award to winning bidder: "The steps of opening an auction with a bid and 
receiving response bids and selling to the highest bidder is well known" '820 Office Action 
at 6 (12/29/96). 

• Auction termination/notification to winning bidder: "Although not specifically taught in 
Save the Earth, all auctions by nature must end at some point in time to award an item to the 
highest bidden Of course the award to the highest bidder would include some form of notification. 
In live auctions bidding would only occur for a few minutes and would terminate on the discretion of 
the auctioneer by announcing that an item has been 'sold' followed by an announcement of the 
winning participant usually by number, i.e., ( sold to number 705 for $1000.' Internet auctions 
clearly would also need to provide this service in order to have a functioning auction" '021 
Office Action at 3 (6/7/00); '051 Reexam Action at 5 (same). 
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2. Using a reserve price in an auction is well known. 

• Reserve price: "With respect to the use of a reserve in the auction, such reserves are well 
known:' '820 Examiner's Answer at 7. 

• Reserve price: "It would therefore have been obvious to one having ordinary skill in the art at the 
time of the invention to have incorporated the teaching of entering a reserve price in the auction of 
Save the Earth because Computer Museum discloses storing a reserve price for the items to be 
auctioned in the on-line system in the auction because it would ensure that the sellers get at least a 
minimum price before the items are sold" '05 1 Reexam Action at 7. 

• Reserve price: "It would therefore have been obvious to one having ordinary skill in the art at the 
time of the invention to have incorporated this teaching that is, the predetermined event comprises 
the receipt of a final high bid/a bid that meets a seller-specified reserve price . . .. " '051 Reexam 
action at 1 1 . 

3. Confirming and notifying participants as to whether a bid had been 
accepted or whether an item is still available is well known. 

• Notification of bid acceptance: "Furthermore, some form of confirmation is needed to indicate 
to the buyer that his bid was accepted as the final price for the item being auctioned:' '704 
Office Action at 6 (4/3/97). 

• Notification of item availability: "Additionally, as to claims 27 and 33, although not specifically 
taught in Save the Earth in view of Computer Museum, a transactional point-of-sale system on a 
network can be implemented to include a status notification to inform customers and sellers if a 
desired product is sold outr '021 Office Action at 12 (6/7/00). 

4. The Office has found that terminating an auction based on the receipt of 
a high bid that exceeds a predetermined reserve price was well- 
established in the art and obvious to implement in an online auction. 

• Termination based on predetermined bid amount: "It would therefore have been obvious to 
one having ordinary skill in the art at the time of the invention to have incorporated this teaching 
that is, the predetermined event comprises the receipt of a final high bid/a bid that meets a seller- 
specified reserve price in the auction of Save the Earth because Computer Museum provides a 
well-established teaching of advising participants of the proper method of payment in order to 
transfer ownership of the particular item that was a successfully high bid and higher than the 
minimum/reserve price:' '05 1 Reexam Action at 1 1 . 

N. The Office has found that sellers posting information about items, including 
a description, subjective information, and a digital image, was well known 
and would have been obvious to incorporate in an online auction/trading 
system. 

In Woolston's '820, '704, '021, and '779 applications, the Office found that posting 
information about an item, including a description, subjective information, and a digital image, 
was well known and having sellers post such information would have been obvious to one 
skilled in the art at the time of the invention. 
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• Item description/image: "It would also have been obvious to use descriptive information as 
subjective information that is not reflected by the image can be added to the good:' '704 Office 
ACTION at 6 (4/3/97). 

• Item descriptions/image: "Posting descriptive information for objects along with an image is 
also well known. " ' 704 Office Action at 6 (4/3/97), 

• Digital image: "Digital image capturing devices, such as a digital camera, as recited in claims 22 
and 23 are well known" '820 Office Action at 5 (12/29/96). 

• Digital image: "With respect to the provision of digital images of the goods for sale, the capture 
and presentation thereof is well known in the art and would have been obvious to those of ordinary 
skill in the art for the recognized advantage of allowing the buyer to view the item prior to 
purchase" '820 Office Action at 5 (9/17/97). 

• Digital image: "As for claim 2, having a digital camera attached to a computer for inputting digital 
images of objects and a modem for transmitting information from a computer is well known" 4 704 
Office Action at 6 (4/3/97). 

• Digital image: "One of ordinary skill in the art would have been motivated to use a digital camera 
for scanning the image of a good as it can be accomplished at the terminal" '704 Office 
ACTION at 6 (4/3/97). 

• Item description: "It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have had the seller provide information descriptive of the item before presenting the 
binding offer to potential buyers as disclosed by Lawrence in the method of Ginter et al because 
this would have allowed potential buyers to have considered the nature of the item before 
committing to its purchase" '779 Office Action at 13 (6/19/01). 

O. The Office has found that conducting simultaneous auctions would have been 
obvious to one skilled in the art. 

In the reexamination of Woolston's '051 patent, the Office found that conducting 
simultaneous auctions would have been obvious to one skilled in the art. 

• Simultaneous Auctions: "Therefore, it would have been obvious to one having ordinary skill in 
the art to incorporate this already programmed computer system ofFujisaki and adapt it for use on 
the Internet with the auction system of Computer Museum for making simultaneous actions 
available, to allow the auctions to move more quickly, and to allow participants to continually 
engage in the auction. This process will prevent participants from having to wait for a particular 
item of interest nearly as long to be auctioned if more than one took place at a time" '051 
Reexam Action at 15-16. 
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P. The Office has found that conducting auctions that are specific to particular 
sellers, a plurality of unrelated sellers, and a plurality of unrelated items 
would have been obvious to one skilled in the art. 

In the reexamination of Woolston's c 051 patent, the Office found that conducting 
auctions that are specific to particular sellers or a plurality of unrelated sellers or items would 
have been obvious to one skilled in the art. 

• Auctions specific to unrelated sellers or items: "In view of the teachings of From Army 
Knives to Gold Coins, it would have been obvious to one of an ordinary skill in the art at the time of 
the applicant's invention to have modified the Internet auction system of claim 36 of Save the Earth 
in view of Stein in view of Fujisaki in view of Computer Museum and further in view of From Army 
Knives to Gold Coins to incorporate this limitations of initiating auction instances specific to a 
particular seller or to a plurality of unrelated items or to a plurality of unrelated sellers, because by 
doing so it will enable the Internet auction system to have a variety and plurality of items to offer 
thereby helping to increase both the number of participants and the revenues being accrued by 
way of charging 2% commission to the participants as suggested in From Army Knives to Gold 
Coins." '051 Reexam Action at 16-17. 

Q. The Office has found that Woolston's idea of using an online auction/trading 
system as a "trusted" intermediary to inspect and register an item offered 
for sale would have been obvious to one skilled in the art. 

In Woolston's '021 and '564 applications, the Office found that establishing a "trusted" 
intermediary to inspect and register an item and ensure a transaction is executed — the idea at the 
heart of MercExchange's disclosure — was well known and would have been obvious to one 
skilled in the art. 

• Registering item with intermediary: "It would therefore have been obvious to one having 
ordinary skill in the art at the time of the invention to have incorporated the teachings of registering 
the item for auction prior to offering it through the auction process for upholding a legal obligation to 
auction the seller's item:' '021 Office Action at 5-6 (6/7/00). 

• Intermediary: "Nevertheless, it would have been obvious to one of ordinary skill in the art of 
electronic commerce at the time the invention was made to include the concept of middlemen in 
designing a business system. One of ordinary skill in the art of electronic commerce at the time the 
invention was made would have been motivated to include control by entities other than the entity 
to which ownership interest was conveyed for the obvious reason that it's good business to provide 
sen/ices to different entities. ..." ' 5 64 Office Action at 1 2- 1 3 ( 1 1 /7/0 1 ). 
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R. The Office has found that storing item information in a searchable database 
with unique item identifiers would have been obvious to one skilled in the 
art. 

In Woolston's '021 and '779 applications and the reexamination of the '051 patent, the 
Office found that storing item information with unique item identification codes in a searchable 
database to enable participants to determine an item's status would have been obvious to one 
skilled in the art at the time of the invention. 

• Database: "Although not specifically taught in Save the Earth, a database is one that can be 
dispersed or replicated among different points in a network. Clearly in an auction system, various 
Herns and various information about the item for auction on the internet would need to be stored in 
a database on the network since databases contain aggregations of data records or files that can 
consist of products, inventories, or profiles." '021 Office Action at 5 (6/7/00); '051 
Reexam Action at 6 (same). 

• Item identifier: "It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have received from the seller an identifier associated with the item before presenting 
the binding offer to potential buyers as disclosed by Lawrence in the method of Ginter et al 
because this would have allowed potential buyers to have uniquely identified the item before 
committing to its purchase." '779 Office Action at 13 (6/19/01). 

• Item identifier/database: "As to claim 24, although not specifically taught in Save the Earth in 
view of Computer Museum in view of From Army Knives to Gold Coins, when purchasing or 
making a transaction for a desired item, whether on the internet, in a store, or in a catalog, the 
desired item is identified by a name or code in order to provide the purchaser with information 
about the particular item and/or to insure an accurate purchase of the particular item. Such names 
or codes can be implemented in a database of a computer system." '021 Office Action at 1 1 
(6/7/00). 

• Database search request: "As to claims 34 and 35, although not specifically taught in Save the 
Earth in view of Computer Museum, all databases are accessed in numerous ways since a 
database consists of a collection of data. In a network system, databases would be accessed by 
using some form of a search request to retrieve information in files or data records." '021 Office 
ACTION at 13 (6/7/00). 

• Tracking code for determining item status: "It would therefore have been obvious to one 
having ordinary skill in the art at the time of the invention to have incorporated the teachings of a 
tracking code generator, and accessing an auction database and an item sold database in the 
auction of Save the Earth in view of Stein in view of Fujisaki in view of Computer Museum in view 
of From Army Knives to Gold Coins because Nahan provides an efficient method of communication 
with a buyer and seller, using database, information and the status of a particular item for auction." 
'051 Reexam Action at 18. 
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S. The Office has found that generating e-mail to notify users of specific events 
or messages was routine knowledge among skilled artisans at the time of the 
invention. 

In Woolston's '021 application and the reexamination of the '051 patent, the Office 
found that generating e-mail to distribute specific messages to network users was routine 
knowledge among those skilled in the art at the time of the invention. 

• E-mail: "As to claim 37, Official notice is taken that a means for generating electronic mail to 
apprise an Internet participant of upcoming auction events. Generating an electronic mail with a 
specific message is well known in the electronic mail distribution art and is generally recognized as 
routine knowledge among skilled artisans within the art." '021 Office Action at 15 (6/7/00). 

• Notification: "Of course the award to the highest bidder would include some form of notification. 
In live auctions bidding would only occur for a few minutes and would terminate on the discretion of 
the auctioneer by announcing that an item has been 'sold' followed by an announcement of the 
winning participant usually by number, i.e. l sold to number 705 for $1000'. Internet auctions clearly 
would also need to provide this service in order to have a functioning auction." '021 Office 
ACTION at 3 (6/7/00); '051 Reexam Action at 5 (same). 

T. The Office has found that displaying advertisements to generate revenue for 
an auction or trading system was obvious to skilled artisans at the time of the 
invention. 

In the re-examination of Woolston's '051 patent, the Office found that displaying 
advertisements on in an online auction would have been obvious to one skilled in the art. 

• "In view of Lawlor, it would have been obvious to one having ordinary skill in the art at the time of 
the applicant's invention to have modified the Internet auction system of the Save the Earth in view 
of Stein in view of Fujisaki in view of Computer Museum and further in view of From Army Knives 
to Gold Coins to incorporate this limitation of displaying advertisements that generate revenue for 
the auction system because by doing so it does not obstruct the ongoing business of conducting 
auctions but as an advantage helps the system to produce additional revenues by showing third 
party advertisements to the consumers, as explicitly demonstrated in Lawlor" '051 Reexam 
Action at 20. 

Indeed, Save the Earth explains that online auctions were the subject of particular interest and 
heavy investment in the advertising industry prior to Woolston's first application. 

• "The telecommunications, retail, advertising and other industries are presently investing heavily in 
online tests and trial sen/ices aimed at tapping into what many believe will be a major marketing 
and sales channel in the near future... " SavetheEarth at 1-2. 
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V. WOOLSTON'S STRATEGY HAS LED THE BOARD OF PATENT APPEALS TO 
ADOPT INCONSISTENT— AND AT TIMES ERRONEOUSLY NARROW- 
DEFINITIONS OF ANALOGOUS ART. 

As a result of MercExchange's numerous applications, the BPAI has adopted inconsistent 
definitions of analogous art in MercExchange's '014 and '820 applications. Determining 
whether a reference is analogous art is a two step process: "the reference must either be [1] in 
the field of applicant's endeavor or, [2] if not, then be reasonably pertinent to the particular 
problem with which the inventor was concerned." M.P.E.P. § 2141.01(a). Thus, the second 
category only includes references that, by definition, are not within the first category (i.e., within 
the applicant's field of endeavor). 

Apparently at MercExchange's urging, in the '014 application the BPAI erroneously 
defined the second category of analogous art as a subset of the first category and contradicted the 
definition it affirmed in the '820 application: 







Field of endeavor: "Lindsey is within 
the field of applicant's endeavor, i.e. 
electronic trading." 


Field of endeavor: " Salmon is . . . unrelated to 
... appellant's field of endeavor i.e., computer- 
implemented auctions ..." 


Problem: "Lalonde, if not within this 
field of endeavor, is at least reasonably 
pertinent thereto as it is directed to 
communicating information regarding 
goods for sale." 


Problem: "we find that Salmon is non- 
analogous art, unrelated to . . . the problem that 
appellant has solved, i.e., conducting the 
auction, at least in part, based upon seller input 
relating to scheduling the auction." 



A. The BPAPs '014 opinion is contrary to the controlling authority. 

The '014 BPAI opinion is facially erroneous. In finding the Salmon reference to be non- 
analogous art, the BPAI mistakenly defined Woolston's field of endeavor as "computer- 
implemented auctions" and the problem with which Woolston was concerned as "conducting the 
auction, at least in part, based upon seller input relating to scheduling the auction." c 014 BPAI 
Op. at 19. Under this formulation, no reference could satisfy the second criteria ("z'.e., 
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conducting the auction . . . based upon seller input relating to scheduling the auction") without 
also satisfying the first {i.e., relating to the "computer-implemented auction"). This result is 
inconsistent with the controlling standard, which expressly defines the second category of 
analogous art to include only references that do not fall within the first. 

Indeed, the BPAI's '014 opinion limited the problem faced by the inventor to the sole 
purported point of novelty of each of the '014 application's claims— permitting the seller to 
schedule the auction. The Federal Circuit has warned against defining an inventor's problem in 
terms of his purported solution: 

The district court defined the problem as "designing the stem segment of a 
knitting needle . . . [to] minimize[ ] needle head breakage and thus maximize[ ] 
the operating speed of an industrial knitting machine." ... The district court's 
formulation of the problem confronting the '053 inventors presumes the solution 
to the problem - modification of the stem segment. Defining the problem in terms 
of its solution reveals improper hindsight in the selection of the prior art relevant 
to obviousness. By importing the ultimate solution into the problem facing the 
inventor^ the district court adopted an overly narrow view of the scope of the 
prior art It also infected the district court's determinations about the content of 
the prior art. 

Monarch Knitting Machinery Corp. v. Fukuhara Industrial and Trading Co., 139 F.3d 877, 881 

(Fed. Cir. 1996) (emphasis added, bracketing original). 

Consulting Woolston's disclosure as Monarch Knitting instructs, 12 rather than the BPAI's 

focus on the claims, reveals the two problems the inventor himself expressly identified: 

[1] The prior art does not provide a means to electronically market used goods or 
provide an avenue to allow participants to speculate on the price of collectable or 
used goods in an electronic market place. [2] Moreover, the art does not show a 
way for small to medium size business to use a low cost posting terminal in 
conjunction with a market maker computer to collectively create a virtual market 



12 See Monarch Knitting, 139 F.3d at 881 ("The '053 patent, on the other hand, describes the 
inventor's problem as "providing [knitting needles] with a means which avoids head breakages or lets 
[breakages] start to an extent worth mentioning only at higher knitting speeds." c 053 patent, col. 1, lines 
48-51.") 
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for used and collectible goods. Thus, to address the short comings of the art the 
present invention has the following objectives ... 

'704 App. at 1, lines 18-24. There is no question that the Salmon reference, which the BPAI 
found was "directed to a system for brokering goods and services . . . providing] a computer- 
implemented system for facilitating any transaction ..." ('014 BPAI Op. at 15), is pertinent to 
Woolston's stated problem of "providing] a means to electronically market used goods." '704 
App. at 1, line 18. 

B. The BPAI's '014 Opinion contradicts the definition of analogous art that it 
affirmed in Woolston's '820 application. 

The unduly narrow definition of analogous art in the '014 application is contrary to the 
definition of analogous art the BPAI had earlier affirmed in Woolston's '820 application. In an 
obviousness rejection in the final office action affirmed by the BPAI, the '820 examiner 
explained that the Lalonde reference was analogous art: "Lalonde, if not within this field of 
endeavor, is at least reasonably pertinent thereto as it is directed to communicating information 
regarding goods for sale." '820 FINAL OFFICE ACTION. 

Similar to the Lalonde reference, in the '014 application the BPAI found the Salmon 
reference: "is directed to a system for brokering goods and services ... [that] allows sellers to 
input information into the database ... [and] enabl[es] the buyer to select and review descriptive 
information in the database." '014 BPAI Op. at 15. Nonetheless, the BPAI found Salmon to be 
non-analogous in the '014 application because it did not relate to the purported point of novelty 
of the '014 claims. '014 BPAI Op. at 15. By limiting the scope of analogous art to references 
addressing a single claim limitation, the '014 BPAI opinion unduly narrowed the scope of the 
prior art and ignored that the claims expressly recited— and nearly any form of electronic trading 
necessarily involves — "communicating information regarding goods for sale." In effect, the 
'014 BPAI opinion held that one skilled in the art seeking to implement a database driven, online 
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auction would be unaware of and would not consult known databasing techniques or general 
auction principles. Such a formulation is contrary to controlling authority and would render the 
vast majority of Woolston's disclosure "not reasonably pertinent" to the problem it purports to 
address. 

VL CONCLUSION. 

For the reasons stated herein, eBay respectfully petitions that this Request be granted. 

Respectfully submitted, 

Dated: April 22, 2005 




eBay Inc. 

2145 Hamilton Avenue 
San Jose, CA 95125 
(408)376-7500 
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